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ORGANIZING SALES PROMOTION 
Part 


SALES PROMOTIONAL ACTIVITIES 

HEN Bradley arrived in Cosmopolis, he felt that 
\\ he was due for a bad half hour. Some substitute 
numbers of women’s dresses had been shipped to 
Martin, his best customer in the town, without first get- 
ting Martin’s consent. Feeling that Martin would have 
a chip on his shoulder, Bradley entered Martin’s store 

with misgivings, but greeted him heartily: 

“How’s our friend Martin this bright morning?” 

“Fine, Bradley, fine!” answered Martin. “You here again? Got 
the nerve to stop here after what happened?” 

“Tt certainly must have looked like we were taking liberty with 
you, Mr. Martin. I’m sorry it happened. Didn’t we fix it up to 
your satisfaction?” 

“Yes, it was fixed up all right. I got a letter and some ideas 
from your man—Ferguson (know him?)—and when I got to think- 
ing the matter over, I felt better. Well, what’ve you got this trip 
that will move as fast as those B 480’s?” 


The Work of the Sales-Promotion Department. In this 
case, Ferguson, the man in charge of sales promotion, had 
been called upon for constructive suggestions in handling 
a serious complaint. He had to contend with the antag- 
onism of a merchant against accepting substitutes for 
which permission had not been given. Yet he had suc- 
ceeded, by letter, in convincing this merchant that the 
items substituted were all readily salable. 

Along with his letter he had given this merchant sev- 
eral excellent retail-selling plans; moreover, he had sent 
along special advertising copy for use in the local news- 
paper designed to carry out the best one of his retail 
selling plans. This plan had been used, and had enabled 
this merchant to sell a large amount of his new stock in 
a short time. 
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Altho it is unusual for a sales-promotion man to han- 
dle a complaint, one of the many important activities of 
“sales promotion” where distribution is effected thru 
dealers is constructively to aid customers in reselling the 
goods they buy. 


One large wholesale house has a highly developed serv- 
ice of this kind as part of its sales promotional activities. 
It offers to help its customers solve any kind of problem 
that may come up in conducting a retail business, all the 
way from consultation on plans for a new store building 
to the preparation or the criticism of a collection letter. 
Chiefly, however, its service consists of working out retail 
selling plans and ideas which help move its goods on into 
the hands of the retailer’s customers. 


Where goods are sold direct to consumers, the work of | 
insuring customer satisfaction after the sale is made and 
after the product is delivered, and perhaps paid for, is 
another activity often assigned to a sales-promotion 
department. This department in one automobile plant 
follows up periodically all new-car purchasers for a period 
of one year, in order to make sure of their complete 
satisfaction. 

Increasing sales of a product depend to a considerable 
extent upon the expressed satisfaction of users of 
that product. 

Follow-up work designed to make customers more 
satisfied has an important bearing upon sales, and there- 
fore may well be handled by a sales-promotion depart- 
ment. 


Other Activities in Sales Promotion. Thus we see that 
one set of sales-promotional activities is concerned with 
the problem of making sure that buyers—both dealers 
and consumers—are fully satisfied with their purchases. 

In general, a sales-promotion department is primarily 


what might be called a service department to the sales 
force and to advertising. 
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Sales promotion serves, mainly, to co-ordinate, and 
supplement, the work of the sales force and the 
advertising. 

Many activities of the sales and the advertising depart- 
ments lie in “no-man’s land” as between these depart- 
ments. Nearly all these activities, in many cases, are 
delegated to a sales-promotion department; and such a 
department is to-day found in a great many organiza- 
tions, particularly the larger ones. 


Specific activities of this department, other than those 
already mentioned, include the securing of new leads for 
salesmen, the classification and preparation of prospects 
with a view toward enabling salesmen to make more calls 
and especially to make more sales per number of calls 
made; also follow-ups by mail upon both customers and 
prospects after the salesman’s call, or between his calls. 

The sales-promotion department aims to render effect- 
ive office aid to salesmen. 

In many cases, new selling ideas are tried out by this 
department; and often it is used for centralized control 
of market-research work that aims to uncover hidden 
markets, new uses of products, and new selling appeals. 
It is sometimes used as a central “clearing house” for 
sales ideas developed by individual salesmen, that may 


be passed on to all the salesmen. Then, too, it is, in 


some cases, the department responsible for securing mail 
orders. Again, special activities which have only an indi- 
rect bearing on sales, such as the booking of speeches 
before conventions on the part of representatives of the 
house, are sometimes centered in this department. But— 
The prime general function of this department, in 
nearly every case, is that of aiding and supplementing 
the work of the sales force. 

This is done by means of printed and written contacts 
with individual customers and prospects; and it includes 
responsibility for the best distribution and use of various 
kinds of direct advertising matter supplied by the adver- 
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tising department. In some cases, the sales-promotion 
department also prepares plans, ideas, and copy, and 
supervises the printing of the direct advertising matter 
it uses, such as cut-outs, display cards, booklets, broad- 
sides, etc. Usually, also, the preparation of ideas and 
materials for special window displays and the securing ° 
of their use by merchants are put up to this department. 

All activities which more or less center in this depart- 
ment will be more completely analyzed a little later on. 


THE NEED FOR SALES-PROMOTION ACTIVITIES 

While there is no definitely fixed set of activities which 
are invariably found in a sales-promotion department, we 
usually find it functioning in close co-operation with the 
sales force, assuring the salesmen in the field that certain 
things will be done at headquarters to make their sales 
come easier and in greater volume. Naturally, these 
activities vary in different organizations. 

The need of a centralized organization and operation 
of detailed office aids to better work on the part of 
salesmen brings a sales-promotion department into 
operation. 

Particularly desirable is the organizing to supply resell- 
ing helps to dealers and jobbers, and of what might be 
called satisfaction-plus helps to consumers. Certainly, 
those activities which result in greater satisfaction to 
customers, whether the customers are jobbers or retailers 
or consumers or users, have such an important bearing 
upon the problem of gaining greater sales volume at low 
cost that it pays in many cases to build up a definite 
organization to handle them. 


The Need for a Sales-Promotion Department. Wherever 
competition is keen, sales promotion that develops satis- 
faction-plus to customers may well become the decisive 
factor in winning business. Wherever distribution is 
national in scope, and especially when the product or 
service passes thru the hands of distributors, sales pro- 


SALES PROMOTIONAL ACTIVITIES 5 


motion can be used as the oil, and to some extent the 
gas, that keeps the machinery of distribution running 
smoothly. 

This work is highly specialized in character; therefore, 
it requires a definite organization and, in many cases, a 
_ special department to take care of it. If responsibility 
for many of these activities were not centered in a sep- 
arate department, much of this work would be likely to 
go begging for want of someone to do it; for, as pre- 
viously suggested, sales promotion is work that, in a 
way, stands between the sales and the advertising de- 
partments, not plainly within the prime functions of 
either. 

Therefore, the manager of the sales-promotion depart- 
ment reports, in many cases, directly to the general sales 
executive. He is held responsible for all those many inci- 
dental but important activities which supplement the 
work of the sales force and of the advertising department. 
Scientific market-research work, for example, supplies 
important facts for use both by the sales manager and 
the advertising manager, and this work is therefore often 
done by the department of sales promotion. Co-ordina- 
tion of advertising with the work of the salesman is also 
frequently a special function of this department, par- 
ticularly the work of helping the salesmen sell to their 
customers and prospects the results of the work of the 
advertising department. 

Every one of these activities has, of course, been car- 
ried on for many years in either the advertising or the 
sales department of many concerns. It is only as a sep- 
arate department that sales promotional activities are 
relatively new; and it is apparent that there is, in many 
cases, a decided advantage in having these activities 
taken care of in a department especially designed and 
named for that purpose, and particularly so in any or- 
ganization where office aids to the sales force are varied, 
important, and extensively used. 
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Thoro Follow-up a Function of Sales Promotion. The 
follow-up function of the sales-promotion department is 
of sufficient importance to warrant separate treatment. 

The good work of both salesmen and advertising is 
often profitable only in proportion to the efficiency 
of the follow-up on this work. 

Sales leads—that is, inquiries from advertising and all 
other inquiries and indications of interest in new and old 
lines of goods; also many reports from salesmen—repre- 
sent sales effort that must be carried further along by 
follow-up at the office in order to make the work of sales- 
men and of advertising pay to the fullest extent. 


It was because one manufacturing concern did not 
appreciate the importance of follow-up as a prime func- 
tion of sales promotion that its new sales-promotion de- 
partment got away to a poor start. This company, which 
employed a large number of salesmen to sell its product 
to retailers thruout the country, decided on doing some 
sales promotional work direct to consumers in order to 
increase the demand for its product, to be supplied by 
retailers. 


An experienced sales correspondent, who was also 
skilled in writing advertising copy, was put in charge of 
the work of sales promotion. He was instructed to go 
out after new business with the sky as his limit, and he 
started his new department off with a great splash. It 
was, for awhile, the busiest department in the organiza- 
tion. The incoming mails were loaded with inquiries. 
Then, all at once, there came a change. The salesmen 
complained that certain leads had not been followed up 
and that inquiries in their territories had not been for- 
warded to them. 

It is one thing to bring in inquiries, and another 
thing to help convert those inquiries into orders. 

Upon investigation, it was found that inquiries which 
had cost considerable money to get were piling up in a 
corner—unanswered. The expense figures on the new 
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department also were high, far too high in relation to 
the sales returns on the work. 


The day of reckoning came. The sales-promotion man- 
ager was called “upon the carpet.” He was told to stop 
all inquiry-getting efforts for awhile and to devote his 
_ time to building up an organization and a plan for prop- 
erly handling the pile of inquiries in the corner. He did 
this, and this sales-promotion department is now working 
smoothly. The same man is at its head, because he saw, 
forcibly, that follow-up is a prime function of sales pro- 
motion. 


SALES PROMOTION IN SUCCESSFUL OPERATION 

Let us now make a quick survey of some successful 
sales-promotion plans in active use. In this way we 
shall be better able to observe certain common character- 
istics which distinguish sales promotional activities from 
activities which should not be included under that head. 


In one large organization in the office-equipment field, 
an organization which sells its product direct to users all 
over the civilized world, the sales-promotion department 
carries on the following activities: 


It writes sales letters to customers and prospective customers. 
It answers inquiries from prospects. It forwards such inquiries, 
with call requests, to the agent in whose territory the prospect is 
located. It compiles figures of savings and efficiency effected by 
customers thru use of the product. It keeps a record of inquiries 
that result from advertising. It collects testimonial letters, and 
distributes them where they will aid in making sales. It collects 
data regarding sales to unusual lines of business. It answers inquiries 
from the selling force in regard to the utility of the product for 
unusual lines of business. It prepares demonstration, convention, 
and educational charts. It makes up propositions covering standard 
models, has them printed, and distributes them to the selling force. 
It makes up propositions covering special models upon request. It 
distributes sales-promotion material to foreign fields. It maintains 
an “idea exchange” for new selling appeals. It promotes the sale 
of models designed to meet new problems. 


Another large concern, which manufactures some varied 
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lines, and sells its products thru retailers, places its sales 
promotional activities in four groups: 

1. The development of new markets. 

2. Efforts to increase the business of established trade. 

3. Research work. 

4. Sales investigations. 


This concern maintains a central sales promotional 
organization at the home office, and district sales promo- 
tional organizations at the company’s branch sales offices 
in a dozen or more cities thruout the country. 


The development of new business is looked upon by this 
concern as the most important work of the sales-promo- 
tion department. To this end, the activities of the 
department are directed toward watching the general 
distribution of the company’s products with a view to- 
ward equalizing and intensifying distribution thruout the 
country, securing new dealers wherever distribution is 
“thin” and introducing new products of the company to 
both new and old dealers, educating dealers to get more 
business out of their territories; and conducting direct- 
by-mail campaigns to consumers for the purpose of arous- 
ing demand on dealers. 


This company feels that its sales-promotion department 
is better qualified than any other department in the busi- 
ness to extract valuable sales information from market 
investigations and sales analyses—and to make the best 
use of such information. 


Another large concern carries on much the same activi- 
ties as the concern just mentioned, but on a smaller scale. 
It sells its product largely thru jobbers. Its salus-promo- 
tion department helps, by mail, to develop new jobbing 
outlets, to increase business among established jobbers, 
and to interest retailers (both new and old) in buying the 
company’s line from the jobber. This effort takes the 
form of follow-up letter campaigns, broadsides, folders, 
blotters, and other mailing pieces. 
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Many jobbers and wholesalers have sales-promotion 
departments which serve the sales force and dealer cus- 
tomers much the same as does this department in a 
manufacturing concern. Also, some of the larger retail 
stores now have sales promotional managers who carry 
~ on market-research work, the results of which are applied 
in the store’s policies and merchandising plans. 


THE FOUR CONTACTS OF SALES PROMOTION 


It is now apparent that a sales-promotion department 
establishes at least four contacts, as follows: 


1. Contact with the Selling Force. The sales-promotion 
department may answer the inquiries of salesmen about 
new products and their uses; it refers inquiries from 
prospects to salesmen on the territory, and provides sales- 
men with new and effective selling ideas and helps. Other 
ways in which the sales-promotion department comes in 
direct contact with salesmen will be brought out later 
on, for this department operates in close contact with the 
sales department. 


2. Contact with Consumers and Users. This depart- 
ment usually prepares follow-up letter campaigns and 
other sales literature to consumers or users, designed to 
help increase sales. It answers the inquiries of prospec- 
tive consumers or users, and refers their inquiries to sales- 
men in their territories or direct to dealers. It also, in 
many cases, promotes and checks up on consumer satis- 
faction, as previously explained. 

3. Contact with Distributors—both jobbers and retailers. 
It co-operates with them in getting new customers for 
them, and in getting increased business from their old 
customers. It helps distributors to be better merchan- 
disers. It helps them in various other ways, to be con- 
sidered later on. 

4. Contact with the Advertising Department. It dis- 
tributes the products of the advertising department, such 
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as broadsides, folders, and other mailing pieces. It looks 
after the placing of window trims, counter cards, and 
other dealer helps. It may co-operate with the adver- 
tising department in developing new ideas for promoting 
sales. 


The advertising material distributed by the sales-pro- 
motion department is generally known as direct adver- 
tising and dealer helps. The various forms of direct 
advertising and dealer helps are treated in detail in 
Executive Manual 31. The sales-promotion department 
usually is not concerned with the preparation of direct- 
advertising material, only with its effective distribution. 


THE BASIC FUNCTIONS OF SALES PROMOTION 


Let us now briefly summarize the basic functions of 
sales promotion; then we can further analyze and illus- 
trate the operation of these functions. 


First, there is quite general agreement among those 
who have given the most attention to sales promotion 
that— 

A primary function of sales promotional work is to 
develop new business. 

Under the most successful practice, this function em- 
braces such activities as are required to make the neces- 
sary market analysis, to help open up new territories and 
new distributing outlets, to help open up new accounts 
in localities where distribution is poor, and to help secure 
the maximum of new business in all localities. Altho the 
development of new business is a very important basic 
objective of sales promotion, let us also remember that— 

Another basic function of sales promotion is that of 
getting increased business from old customers. 

This is the function which, primarily, requires such 
activities as the sending out of follow-up letter cam- 
paigns, booklets, folders, broadsides, and other mailing 
pieces, designed to arouse demand among consumers or 
to stimulate distributors to make more sales. 
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Another important and basic function of sales pro- 
motion is that of supplementing the work of the sell- 
ing force. 

This is the work that includes such activities as writ- 
ing to dealers in advance of salesmen’s calls, following up 
salesmen’s calls, and covering towns by mail that the 
salesmen cannot profitably cover in person. 

Another important function of sales promotion is 
that of ‘‘selling’’ advertising. 

This includes responsibility for effective peetbn 
and use of material prepared for window displays, store 
displays, booklets (such as recipe books which the dealer 
distributes to his customers), samples, local advertising 
copy, electros, and so on, as well as merchandising the 
firm’s national advertising campaign; that is, helping the 
salesmen use the national advertising as a talking point 
in selling to merchants, as by showing the merchants how 


FUNCTIONAL CHART OF SALES PROMOTION 


GENERAL SALES MANAGEMENT 


SALES PROMOTION ADVERTISING 
e 


Supplementing Developing Developing Selling 
Salesmen New Business Old Business Advertising 
In advance of Research Promoting Distributing 
Salesmen’s Calls Resale of Goods Printed Matter 
After the Calls uring Consumer or User Capitalizing 
of Salesmen iri Satisfaction-Plus | [National Advertising 
Follow-up and Checking Returns 


Figure 1.—The chart above shows the relation of sales promotion to 

salesmen and advertising under the supervision of general sales man- 

agement. While this is not a detail chart, nevertheless it shows the 

principal functions of sales promotion as well as the general activities 
of the sales management department. 
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they can definitely cash in on the firm’s national adver- 
tising. . 

Let us now further analyze the four basic functions 
just cited, which functions require the four contacts pre- 
viously mentioned—contacts with the sales force, with 
the advertising department, with consumers or users, and 
with distributors, if the product is sold thru them. 


ACTIVITIES IN DEVELOPING NEW BUSINESS 


The annual average of total purchases per regular cus- 
tomer in a retail clothing store has been estimated at $85 
worth of merchandise. The total purchases of regular 
customers on the books of a department store average 
approximately $100 a year. Thus the addition of every 
new customer means an appreciable increase of sales 
volume in the retail store; while in a wholesale or manu- 
facturing business, new customers mean proportionately 
more than in the retail store. 

Effective sales promotional activities directed toward 
developing new business are based upon accurate 
market information. 

Suppose you are a manufacturer of shoes, and you con- 
template a campaign to bring in new dealers. Before 
launching such a campaign, your sales-promotion depart- 
ment would want answers to such questions as: What 
dealers now buy from you? What dealers have bought 
from you in the past? What dealers have never bought 
from you, but should buy? Where are the dealers who 
now buy from you located? In what localities do you 
have a high percentage of distribution; in what localities 
a low percentage? Why? 


When the sales-promotion department has answers to 
such questions, it has a sound basis on which to start 
work. It can then send its selling appeals to localities 
and to individuals where the most good will result. 


Suppose that the first “shot” in this campaign to get 
new dealers is directed toward getting requests for a 


SALES PROMOTIONAL ACTIVITIES 13 


salesman to call. This may take the form of a personal 
letter; or a letter and a booklet; or an illustrated letter; 
or a broadside, accompanied by a return post card; and 
SO on. 


The first thing the sales-promotion department does, 
after making arrangements with the advertising depart- 
ment to furnish the advertising material wanted at the 
time, is to secure a list of the dealers it wants to reach. 
Such a list must, of course, be accurate and up to date; 
it requires constant checking to keep it up to date. 


When this first “shot” of advertising matter has been 


: fired, and the replies begin to come in, they are carefully 


: 


checked on the mailing list, and the requests are for- 


' warded to the salesmen on the territory. 


When the reports of the salesmen’s calls come in, the 
information thereon is transferred to the prospect cards. 
Cards of dealers who are sold are transferred to the cus- 
tomer files. Cards of dealers who requested salesmen to 
eall, but failed to buy are transferred to another file, and 
are vigorously followed up with individual letters—that 
is, letters individually written to fit each case—while 
another form of follow-up is sent to the prospects who 
failed to reply to the first effort. 


‘Sales-Promotion Procedure in Other Cases. In cases 


where there is difficulty in getting a retail outlet in a 


certain locality, the sales-promotion department of a large 
paint manufacturer proceeds in this manner: A list of 
home owners in the prospective dealer’s town is secured. 
This list is circularized with an illustrated letter on ex- 
terior painting or interior finishing or both. The result- 
ing requests for this brand of paint at the local dealer’s 
store pave the way for the salesman in getting the dealer 
to stock this brand of paint. 

Such campaigns are always tested out in a small way, 
and results are carefully checked before any considerable 
investment is made. The company mentioned may 
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choose a Kansas town of 5,000 or 10,000 population, 
where it has a dealer who is doing relatively little busi- 
ness. A list of 400 or 500 property owners of that town 
is secured, and these prospects are circularized with one 
or more sales letters. During the months following the 
letter campaign, a careful check is made of results. If 
the letter is a good one, it will secure a substantial in- 
crease in business for the local dealer. If so, the same 
letter is used in other towns where it is desired to secure 
new dealers. 


Again, a shoe manufacturer may want to get new retail 
business for certain of his dealers. His sales-promotion 
department can secure a mailing list of customers and 
prospective customers from these dealers, and send a sales 
letter to the names furnished. The letter may contain | 
a card which entitles the prospect to a souvenir booklet to 
be had at the dealer’s store. If so, the sales-promotion 
department also sees to it that the dealers have an ade- 
quate supply of booklets on hand. 


In conducting campaigns of this kind, it is vitally im- 
portant for the sales-promotion department to dovetail 
its effort with the distribution situation in the territory 
it is circularizing. 

Many an ambitious and expensive direct-mail adver- 
tising campaign has failed because people could not 
get the product advertised, after their desire for it 
had been aroused. 

One concern, which has maintained a very successful 
sales-promotion department, uses a map-and-tack sys- 
tem in keeping a record of distribution of its product. 
The company’s agents are represented by red tacks, its 
dealers by green, and its prospective dealers by white. 
Thus, distribution by states may be seen at a glance. If 
distribution in any state is not sufficient in relation to 
population, or if the company is not represented in cer- 
tain localities, immediate steps are taken to remedy the 
situation. 
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This sales-promotion department also keeps a card 
record, as well as the visualizing map record. Both are 
kept up to date. The cards show a record of the results 
of various sales promotional efforts. 


RESEARCH WORK IN SALES PROMOTION 

Research plays a big part in nearly all promotional 
activities directed toward getting new business. The in- 
formation gathered together and analyzed is used in vari- 
ous ways as an aid to sales. For example, the sales- 
promotion departments of many magazines of national 
circulation make an exhaustive analysis of their subscrip- 
tion lists, which yields much data that is of great value 
to the business department in soliciting advertising 

Analysis of any customer list to find out the classes 
of customers who buy most and, at least, when they 
buy, what they buy, their rating, etc., should afford 
valuable information for use in sales promotional 
work. 

Executive Manual 17 emphasized the interest of sales 
management in market analysis and sales statistics. Mar- 
ket surveys that bring to light brass-tack facts about 
various parts of the market are often of great value to 
both the sales and the advertising department. 


The Use of Questionnaires. In a majority of businesses 
that maintain sales-promotion departments, research ac- 
tivities are delegated to this department because of its 
special facilities for getting information of value and for 
putting it to the most advantageous use. Its general 
supervision of the lists of customers and prospects and 
of mailings to these lists enables it to circularize ques- 
tionnaires. Its acquaintance with the kind of informa- 
tion desired for sales promotion enables it to ask the 
right questions in the questionnaire, as illustrated in a 
questionnaire used by a manufacturer of a breakfast food 
and reproduced in Figure 2. 

Research work of this kind often develops many good 
leads on prospects for salesmen; also important facts 
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Name 9 = Address 


Type of store Party interviewed 


What brands of breakfast foods do you carry? (Please 
list first three in order of popularity.) 


What is the reason for these “best sellers’” popularity? 


What is the biggest selling brand of all breakfast foods? 


Does the customer ask for breakfast food by name? 
How much breakfast food do you sell a week? 
What per cent of your customers buy— 
Bulk Rolled Oats Package Oats 
What style of manufacturers’ advertising is most helpful to 
you in creating sales? 
Will you co-operate with a manufacturer of a breakfast 


food who will advertise in your local paper? 


In what newspaper would you recommend a manufacturer 
to advertise to produce best results for you? 


General Remarks: 


Figure 2.—Above is a questionnaire used by the manufacturer of a 

breakfast food. Special investigators called on retail merchants to 

get them to supply answers to these questions. Market research of 
this kind is often delegated to the sales-promotion department. 
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about classes of prospects which can be put to good use 
by the salesmen. 


Arranging for Exhibits and Special Displays. In addi- 
tion to overlooking no opportunity in making all inquiries 
produce business, and checking up salesmen’s call reports 
to make sure that salesmen are taking advantage of 
tips from the sales-promotion department, as previously 
pointed out, another activity usually assigned to sales 
promotion is that of arranging for and looking after 
exhibits and displays at business shows and conventions. 
Such exhibits promote many personal contacts with pros- 
pects, which often result in sales on the spot as well 
as inquiries which lead to sales. All inquiries or leads 
secured at such exhibits are forwarded to the respective 
salesmen in the territories. When inquiries do not result 
in sales by the salesmen, the names of the prospects go 
on the prospect mailing list, to be circularized in the 
regular way. 

INCREASING SALES TO OLD CUSTOMERS 


Efforts directed toward getting increased business from 
established customers require, first of all, accurate check- 
ing of customer lists for such data as the following: cus- 
tomers who have not bought for a long time; customers 
who have bought certain items, but have not bought the 
entire line; customers whose purchases have slumped 
off, or who do not handle as large a volume as they 
should; customers who do not advertise or display our 
goods, or otherwise promote the resale of our goods; also, 
in many cases, customers who do not render adequate 
consumer service after they resell our goods, as in the 
case of automobiles; and so on. 

Efforts to get increased and better business from 
customers often take the form of follow-up letter 
_ campaigns, designed to produce definite results. 

If the sales-promotion department were planning to 
write a letter to some customers who had not bought any- 
thing for a long time, the first letter in the campaign 
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would probably be directed toward finding out the 
reason why they had not bought rather than soliciting 
business. 


Frequently customers do not take the trouble to com- 
plain when they are dissatisfied. Instead, they stop buy- 
ing. So it is necessary to find out why they stopped 
buying and to adjust their complaints before their trade 
can be regained. A great many large city department 
stores use this method with profit in getting back on their 
books old customers who had stopped buying. Manu- 
facturers and wholesale houses and even some banks also 
find this an effective means of winning back lost cus- 
tomers. 


In writing to customers who have bought certain items, 
but have not bought the whole line, the sales-promotion 
efforts should, of course, take a different tack. Then, 
directly or indirectly, business should be solicited on the 
items the customer did not buy. Such letters are fre- 
quently written with the purpose of drawing from the 
customer a request for further information; and some- 
times orders are solicited. As previously stated, how to 
write effective letters will be fully treated in Executive 
Manuals 79 to 85. 


So-called “educational” campaigns are often conducted 
among dealers whose sales have slumped, or among those 
who do not handle as large a volume as they should, or 
who do-not advertise or display the goods—in an effort 
to educate them to do these things. Co-operation of 
various kinds is offered to such dealers, such as sugges- 
tions and equipment for interior store displays, window 
decorations, hints on selling particular items, advertising, 
and so on. In addition, dealers may be offered the kind 
of co-operation heretofore referred to—follow-up mail 
campaigns direct to their customers, designed to increase 
consumer demand in their localities. 


Supplementing the Work of Salesmen. One of the ways 
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in which the sales-promotion department often supple- 


ments the work of salesmen is by writing to customers or 
prospects in advance of salesmen’s calls. Such advance 
notices may serve one or more of several purposes. Where 
the call is to be made on a regular customer, they may 
simply announce the date the salesman will call. In the 
case of specialty salesmen, they may prepare the way for 
calls upon new prospects. They may call attention to 
special bargains. They may introduce new products or 
lines. Or they may be used to help in overcoming buying 
resistances of one kind or another. 


When a regular customer receives notice that a sales- 
man will call, he sometimes looks over his stock and has 
his order ready when the salesman arrives. This gives 
the salesman more time for selling additional items. He 
gets larger orders and sells more items in a shorter time 
than would otherwise be the case. In some businesses, it 
is still customary for salesmen who call on dealers to 
send out their own advance cards; but the present trend 
is toward letting the sales-promotion department take 
care of this detail, where this department is established. 

In all practical ways, the sales-promotion department 
aids the salesmen—frees their time for selling. 


Letters and circulars to new prospects in advance of 


the salesman’s calls frequently make his work easier, 


because they serve to familiarize the prospect with his 
proposition; and, in many cases, the salesman finds an 
interested listener as soon as he makes his mission known. 


where, otherwise, he might have found a “closed door.” 


This kind of help to salesmen must be used only when 
it will actually help him. Advance information about the 
product may cause the prospect to decide, in advance of 
the salesman’s call, that he is not interested, thus adding 
to, instead of diminishing, the salesman’s difficulty in 
selling. But advance information of the right kind and 
amount effectively presented is, as a rule, of great aid 


— to salesmen. 
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Following up the Salesmen’s Calls. Another way in 
which the sales-promotion department supplements the 
work of salesmen is by following up salesmen’s calls. 
This is done for such purposes as the following: To sell 
items neglected by the salesmen; to increase orders given 
to salesmen; to welcome new customers; to encourage 
dealers to keep their stocks up and to send in orders by 
mail without waiting for salesmen to call; to keep in 
touch with customers between calls of salesmen, and 
build good will for the salesmen and their house; to 
adjust complaints; and to get orders in cases where cus- 
tomers were away or busy when salesmen called. 


When the salesman has several lines or many items to 
sell, he often “plays favorites”; that is, his main effort 
is employed in selling certain items, and he neglects 
others. This may be because he makes a longer profit 
on his favorites; or they may be easier to sell. When 
the salesmen’s orders come in, they are checked over, and 
if any items that should have been sold to a customer 
have been neglected, a letter may be written to the cus- 
tomer for the purpose of adding such items to the order. 


If a customer’s order appears small in comparison with 
previous orders, the sales-promotion department, in some 
cases, tries to get him to increase his order, and is fre- 
quently successful in doing this. Of course, this calls for 
close scrutiny of every order that comes in, and accurate 
checking of customer records. 


Orders received from new customers need special atten- 
tion. So the sales-promotion department acknowledges 
them in a good-will building way. 


Between the Salesmen’s Calls. It frequently happens 
that customers wait for salesmen to call instead of plac- 
ing orders whenever they need the goods. This habit, 
among dealers, is a source of lost sales. “We're out of 
‘Campbell’s Consomme,’” says the corner grocer to a 
customer who calls for it, and, as a rule, she may either 
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go without or buy something else instead. Thus, a sale 
may be lost to the grocer, the jobber, and the Campbell 
Soup Company. Letters between calls of salesmen, di- 
rected toward encouraging dealers to keep their stocks 
up, regardless of salesmen’s calls, bring profitable results, 
particularly so in many cases where a long period elapses 
between calls. 

Without constant cultivation, gardens will grow up to 

weeds. So will customers grow up with competitors. 

For this reason, the sales-promotion department makes 
unceasing effort to build and maintain good will, by 
cultivating customers in various ways between calls of 
salesmen. 


Additional Helps to Salesmen. The satisfactory adjust- 
ment of complaints is also an important adjunct to sales, 
as everybody who has either bought or sold anything 
unsatisfactory knows. “This was illustrated by the case 
cited at the very beginning of this manual, where we saw 
that the sales-promotion department in some cases may 
see to it that certain kinds of serious complaints are han- 
dled from a sales angle, and that adjustments are made 
so as to make a satisfied customer who will buy again and 
again from the house. 


Sometimes the customer is away, or for some other 
reason cannot be seen when the salesman calls. Unless 
something is done to get the order in these cases, the 
next competitor who calls will probably get it. Conse- 
quently, the salesmen’s call reports are closely watched 
for such notations as “away” or “could not be reached” ; 
and a letter is written immediately in such cases, in an 
effort to get the order the salesman did not get. Such 
letters are usually accompanied by order blanks. 


Still another way in which sales promotion supple- 


~ ments the work of salesmen is in the solicitation of cus- 


tomers at points the salesman cannot cover. Sometimes 


it is impracticable to send a salesman to call upon certain 
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prospects, because of traveling expenses and small volume 
of business to be had. 

One furniture manufacturer, who has salesmen travel- 
ing in many states, covers hundreds of dealers located in 
out-of-the-way places direct by mail. In some localities, 
the towns are miles apart and there is, as a rule, only one 
furniture dealer in a town. This dealer’s trade, on ac- 
count of the small population he has to draw trade from, 
is small. Consequently, it would not be profitable to send 
salesmen to call upon such dealers. The manufacturer in 
question, however, finds that direct-by-mail solicitation 
in such cases is exceedingly profitable. Where a sales- 
promotion department exists, this work also is usually 
taken over by it. 


“SELLING” ADVERTISING TO DISTRIBUTORS 

In many cases, the sales-promotion department is as- 
signed the responsibility for “selling” a firm’s advertising 
to its distributors, as already stated. This work includes 
various activities. 

Take the case of a manufacturer of cosmetics whose 
advertising department prepares a booklet on the proper 
use of rouge and face powder. Obviously, the booklet 
will fail of its purpose unless it gets into the hands of 
actual and potential users of rouge and face powder, and 
is read by them. Getting this booklet into such hands 
is the duty of the sales-promotion department. This 
department, working in close conjunction with the selling 
force, induces the dealer to distribute the booklets among 
his customers. It is not content with simply sending the 
dealer a supply of the booklets. It “sells” the dealer on 
the advantages to him of distributing them. Hence, the 
booklets are distributed where they will do the most good, 
and are not stuck away under the counter to gather dust. 

Or take the case of a soap manufacturer whose adver- 
tising department prepares a window display. The sales-- 
man has, in his kit, a model or a photograph of this dis- 
play. When he calls on a dealer, he “sells” the display ; 


SALES PROMOTIONAL ACTIVITIES 23 


then he sends in a requisition to the sales-promotion de- 
partment. When the display arrives at the dealer’s store, 
it is accompanied by full instructions for putting it up. 
But, unless the salesman happens to be on the ground, 
the display is not, as a rule, put up right away. Some- 
times, it is not even taken out of its package. Knowing 
what is likely to happen, the sales-promotion department 
gets on the job immediately after it sends out the display. 
It writes a letter to the dealer, reselling him on the advan- 
tages of putting the display in his window. Such a letter, 
in many cases, succeeds in getting the display into the 
window immediately. 


Thru activities such as the ones illustrated, the sales- 
promotion department fulfills its functions of stimulating 
the use of selling helps by dealers. It adopts much the 
same tactics in getting the dealer to use advertising copy 
and electros furnished by the company in his local adver- 
tising. Frequently a dealer requests the salesman to have 
the house send him electros—and then he doesn’t use 
them. The sales-promotion department keeps a check 
on this, and leaves no stone unturned in the effort to get 
the dealers to use all the advertising and selling helps 
the house sends them. 


THE ORGANIZATION OF A SALES-PROMOTION DEPARTMENT 

The primary interest of management in the work of 
sales promotion lies in the answers to these questions: 
Is it an aid to sales? Does it save the salesman’s time, 
and make it easier for him to get more orders? Does it 
stimulate resales of the goods to consumers? In short, 
does it pay, by helping to increase sales and to decrease 
selling costs? 

We have seen that a sales promotional department can 
aid the salesmen; that it can save the salesman’s time and 
make it easier for him to get more orders, stimulate sales, 
and, at least indirectly, pay a real profit. It does these 
things—provided: 
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First, that only such activities as are relevant and profitable 
be undertaken in this department. 


Second, that an adequate organization be provided to take 
care of the work required to carry out its activities 
effectively. 

Management, in each individual instance, must decide 
for itself just what activities this department shall under- 
take. 

When any activities are added or eliminated any- 
where in the business, management must be sure of 
an affirmative answer to the question, Does it pay? 

Efforts to carry on activities too ambitious for the 
organization to handle are always disastrous. A business 
that can afford only a small sales promotional organiza- 
tion must limit its activities to the capacity of that 
organization. The sales-promotion department that 
launches campaigns which cannot be followed up effec- 
tively is “digging its own grave.” The follow-up function 
of this department and its cost must always be taken into 
consideration and provided for. 


Organizing to Handle the Work. The work required 
to carry on the many activities of sales promotion is, 
necessarily, of a varied nature. Consequently, in a de- 
partment of small personnel, versatility is required of 
the manager and his workers. 


While we need not here discuss this phase of sales pro- 
motion in detail, we should at least give attention to its 
varied nature, and observe the necessity for organization 
and correlation of the work of this department. There 
are, roughly, five divisions of sales promotional duties, as 
follows: 

Planning and creative work. 
Supervisory work. 

Research work. 
Correspondence. 

5. Record keeping. 


We shall conclude our analysis of sales promotion with 


See NO 


SALES PROMOTIONAL ACTIVITIES 25 


a brief consideration of the various activities analyzed in 
this manual and organized on the basis of the five duties 
enumerated on the preceding page. 


Planning and Creative Work. The planning phase of 
sales promotional work consists largely of co-operation 
with the sales and advertising departments in mapping 
out sales promotional campaigns. It is, of course, neces- 
sary that only such campaigns be undertaken as the or- 
ganization can take care of effectively; consequently— 

Even tho the advertising department may prepare 
all material, sales promotion should have a voice in 
deciding what is to be done. 

That is true also, to a great extent, of planning for 
exhibits and displays for shows, conventions, and the like. 
Part of the planning of sales promotion is the working out 
of all details of new campaigns, and arranging for their 
proper handling thruout the department, as well as for 
the necessary co-operation from other departments. The 
most elaborate campaign would fall flat if the machinery 
for taking care of the proper follow-up were not well oiled 
and running smoothly. 

The creative work of sales promotion also consists 
largely of preparing copy for follow-up letter campaigns 
and material for the use of the selling force in its contacts 


_ with prospects and customers, such as talking points, new 


selling appeals, and effective answers to common objec- 
tions. 
SUPERVISORY WORK 
The multiplicity of detail involved in promotional 
work calls for careful supervision. To repeat words 
already used, the machinery must be well oiled and run- 


ning smoothly. 
Every detail of a sales promotional campaign must 
be thought out, and carried out according to schedule. 
Every inquiry must be followed up on time. Every 
request for material or information must be complied 
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with promptly and accurately. The prospect whose in- 
quiry resulted from the first “shot” in a follow-up letter 
campaign will lose interest if too much time elapses 
between that first “shot” and the follow-up, whether that 
follow-up be the call of a salesman or further information 
about the product or proposition. 


It is also important to see that salesmen are supplied 
with all material compiled and prepared for the purpose 
of making their work easier, and that customers receive 
all material which will help them to secure the maximum 
of service and profit from the company’s product. 


Research Work. The subject of research has already 
been discussed; we know its value to sales management. 
The research data from which sales promotion can extract 
the most valuable information is, in general: 


Market data, leading to the discovery of new outlets — 


for the company’s product, new prospects and new sell- 
ing appeals. 

Data on distribution by territories, states, cities, and 
classes of customers. 


Data on the line (or product), leading to the discovery 
of new uses for products, addition of new products, and 
adoption of improvements which increase the salability 
of products, as well as data on the experience of cus- 
tomers as to service rendered and profit gained; also data 
on competitive products or lines. 


Correspondence. The work of the sales-promotion cor- 
respondent is necessarily varied; also, as a rule, volum- 
inous. He, in many cases, answers all sorts of inquiries 
from prospects, customers, and salesmen—on every sub- 
ject under the sun. He adjusts complaints of customers. 
He solicits their business on items the salesman has failed 
to sell. He induces them to increase orders given to 
salesmen. He acts as consultant and adviser on their 
problems. 


psa 
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Record Keeping. Let us, for convenience, subdivide the 
work of record keeping into recording, filing, checking, 
stock keeping, and make a brief survey of each. 


1. Recording. Under this head comes such duties as 
the recording of all inquiries secured thru advertising 
and other means; the posting to such records of all infor- 
mation secured from salesmen’s call reports and other 
sources; the recording of all orders from new customers 
and old customers; the recording of results of salesmen’s 
calls and of sales-promotion activities. 

The records kept by the sales-promotion department 

are valuable only when used to advantage. 
_ Cost accounting, for instance, is a valuable aid to man- 
, agement, as we shall see in a later manual, but it defeats 
its own end, which is to keep down waste:and promote 
efficiency, when, it becomes-too detailed. In the same 
- manner, sales-promotion records can become more of an 
~ expense than a profit-making tool. Care should be exer- 
-cised in making proper use of all records kept, and in 
keeping only such records as can be used with profit. 

2. Filing. In order that sales-promotion records shall 
be thoroly usable, they should be filed properly. That is, 
they should be filed so that the information they contain 
may be easily found, understood, and used. To this end, 
sales-promotion records are usually kept on cards—be- 
cause of ease in filing alphabetically—or otherwise, as 
requirements dictate. Care should always be taken to 
separate cards into proper groupings. For example, pros- 
pect cards should be kept in prospect files. When pros- 
pects become customers, such cards should be transferred 
to customer files. 

All records and data of a sales-promotion depart- 
ment must be kept accessible and usable. 

Proper handling of detail matters of many kinds is an 
important requirement in this department, as it is in 


other departments. 
3. Checking. There is, as a rule, a tremendous 
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amount of checking to be done in sales promotion. The 
results of every sales-promotion activity, particularly of 
every test campaign, should be carefully checked and 
recorded. All orders should be checked against customer 
records to find whether there has been an increase or a 
decrease, and to “spot”? new customers. All orders should 
be checked to find out whether or not all possible items 
of the line have been sold in every case. Customer rec- 
ords should be checked for the lapse of time since the last 
order was received; for indications of a slump in busi- 
ness; for information obtained from salesmen’s call 
reports, which holds out an opportunity for increased 
business; etc. 

4. Stock keeping. The sales-promotion department 
keeps in stock such items as window trims, counter cards, 
various forms of dealer helps, samples, souvenirs, ete., 
which are sent out on request of salesmen or customers. 
Those who look after this phase of the work must be “on 
their toes,” because it is most important that the requests 
of salesmen and customers be complied with accurately 
and expeditiously. The sales-promotion department can- 
not afford to be “out” of a window trim, for instance, 
which has been offered to a dealer, and which he expects 
to get. 

*% * * * * * 

As before stated, we cannot hope to review here, every 
phase of sales-promotion work. But sufficient attention 
has been given to details to give an idea of what is re- 
quired of the sales-promotion organization. And the spe- 
cial equipment required to carry on all this work varies, 
of course, with the nature and scope of the activities 
undertaken. As a rule, the equipment includes multi- 
graphs, or some other duplicating device, and an addresso- 
graph, or some other addressing and listing machine. 

Also, to be sure, there will be need for typewriters; 
there is considerable typing to individuals to be done in 
promotional work. In some cases, an automatic type- 
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writer can be advantageously used; while special multi- 
graphing and printing presses are often used to print mail 
pieces and especially to imprint the dealer’s name on 
advertising matter sent to him by this department. 


The important matter of building and maintaining a 


_ good mailing list of prospects and customers, properly 


classified, is a responsibility that is also frequently as- 
sumed by the sales-promotion department. But this 
problem, among other matters of direct advertising about 
which a sales promotion manager should be informed, is 
covered in detail a little later on in the section of manuals 
on advertising and marketing. 


SALES PROMOTION SUPPLEMENTS SELLING AND 
ADVERTISING 


Now that we have reviewed the many activities that 
may be assigned to a sales-promotion department, we can 
see clearly that all these activities, in one way or another, 
supplement and tie together the work of the sales and 
-.the advertising departments. They are, in the main, 
activities that cover the incidental but important sales 
contacts of the house direct with customers and prospects 
in addition to the sales contacts that are ordinarily made 
by the salesmen and the advertising. Unlike salesmen, 
these contacts are made largely by mail; and, unlike 
advertising, they are largely made with individual cus- 
tomers and prospects. 

* *% * % *% *% 

Next, in Part II of this manual, let us briefly analyze 
the various methods of working markets as a whole. This 
will involve a broad viewpoint and application of certain 
principles that apply in successful management as a 


whole. 


ORGANIZING SALES PROMOTION 
Part 1 


MetuHops oF WorkKING MarkKETS 

EVERAL years ago the manufacturer of a new 
S brand of paint for household use wanted to sell 

his product thru jobbers to retailers. He started 
out to secure a jobber in every center to supply the re- 
tailers. He worked directly on the jobbers, offering them 
inducements which he thought were sufficient to get their 
representatives to sell his brand of paint to the retailers. 
But he had so little success that he was driven to try 
some other method of working his market. 

He wanted retail distribution. The jobbers could not, 
or would not, get this for him, so he turned to work the 
retailers direct. But he found that his men could not 
open up enough new retail accounts to justify the ex- 
pense. Furthermore, he found that reorders for his prod- 
uct came in too sparingly from the few accounts that were 
opened. He was forced to decide that this also—that is, 
going direct to the retailers—was not a profitable method 
of working his market in his particular situation. 


Forced to Sell Direct to Consumers. He could not get 
the jobbers to sell his paint to the retailers, and he could 
not get the retailers to sell it to consumers. Therefore, 
he reasoned, it was up to him to sell his paint to con- 
sumers. 

Consumers, or users, are the most important factor 
to be considered in developing markets for products 
or services. 

At first, unmindful of this fact, he had spread out over 
the country in his effort to sell the jobber and he had 
later spread out considerably in his effort to open up 
retail accounts. Instead of finding out the best method 
of selling his product by testing out various methods in 
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a limited territory, such as in one state or even in one 
town, he had taken it for granted that the jobbers would 
aid him in distribution if he offered them sufficient in- 
ducement in the way of discounts and terms. Therefore, 
he had sent men into various parts of the country to visit 
the jobbers and present his proposition. Likewise, later 
on, he had sent more men out when he decided to go to 
the retailers direct. Fortunately, his working capital was 
enough to withstand the strain of all this expense. 

Less risk of loss and less working capital are 

required, in the long run, when the relative effect- 

iveness of alternative methods of working markets 

is determined by test in limited territories. 

When he came to consider the necessity of selling direct 
to consumers, however, he did not know how; he only 
knew that he had to do it somehow. He had a big stock 
of paint to sell and a lot of money tied up in his newly 
acquired plant. It was good paint and it could be prof- 
itably sold at a relatively low price, if he could only find 
out how to sell it at a reasonable sales cost. He decided 
to experiment with different plans of selling to consumers | 
in an effort to find out the best method of selling direct 
to them. 


He sent out five good men into five towns, telling each 
one to find out, in his own way and within a month’s 
time, how to get sales to consumers started in his town. 
He offered a prize of $500 to the man who could find the 
best method of doing this. Each man went out knowing 
not only that this special reward might be his, but also 
that he would in all probability become field sales man- 
ager if his plan proved to be the best. 

Before the end of the month, substantial orders from 
two dealers in one town and from one dealer in another 
town came in. A dozen or so small consumer orders came 
in from the other three towns. The man who secured the 
two dealers in one town got the prize and with it the 
opportunity to develop and direct a force of men to go 
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out and duplicate his performance in other towns. How 
did this man work his market? 


The Successful Method of Working the Market. The 
method used by the successful salesman in this case was 
simply to drive slowly around his town—also out into 
the surrounding country—and spot the houses that 
needed paint. Wherever he saw the need for his product, 
there he stopped and used good salesmanship, used it to 
impress the need for paint, then the need for good paint, 
and then the fact that his paint was good paint. He 
estimated exactly the amount of paint required in each 
case and gave definite information about material and 
labor costs. He was creating jobs for the painters, and 
he gained their good will and recommendation of his 
paint. He talked to housewives, then to the man of the 
house at his place of work or at his home in the evening. 

A method, or plan, of working a market should not 
be looked upon as a substitute for good salesmanship 
practice. 

By good salesmanship to consumers who needed his 
product, this man secured, altogether, 42 orders for his 
paint in 21 days; and he divided these orders to be filled 
by two retailers of paint, having first had his consumer 
customers specify their preference of one of these two 
dealers. He placed these orders with these retailers first ; 
then he sold each dealer a representative stock of his 
brand of paint. He did not use the orders he had taken 
as a club, but as an illustration of what could be done, in 
spare time, by a retail clerk. 

His plan included a 3 per cent cash award to the mer- 
chant on each sale made by clerks as a result of their 
calls at the homes of consumers whose houses needed 
paint. The merchant could give this award to the clerk 
who took the order or keep it himself, as he chose. 

The successful salesman in this case became sales man- 
ager. He taught other salesmen to go out and do what 
he had done. He added several refinements to his plan, 
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such as supplying a man from the factory sales force to 
a dealer in any town for one week. This man taught the 
dealer or any of his employes how to sell in the home of 
the man whose house needed paint. A nominal charge 
was placed on this special service, about enough to pay 
the special salesman’s expenses, and sufficient to enlist 
the real interest of the dealer. 


WORKING MARKETS AT THE POINT OF CONSUMPTION 

As in the case just cited, many firms have found that 
it pays to work their markets at the point of consumption 
in co-operation with dealers, realizing that their sales are 
not complete until their goods are in the hands of con- 
sumers; also realizing that sales to consumers make sales 
to dealers, which, in turn, make sales to jobhers, and that 
sales to jobbers do not necessarily make sales to dealers, 
nor do sales to dealers necessarily make sales to con- 
sumers. 

That sales to jobbers depend primarily upon sales 
to retailers and that sales to retailers depend on 
sales to consumers are important facts in planning 
methods of working markets. 

One kitchen-cabinet manufacturer located in Indiana 
has successfully used a plan of helping dealers sell to 
consumers somewhat similar to the plan of the paint 
manufacturer mentioned. This manufacturer also sup- 
plies a special retail salesman for one week to promote the 
dealer’s sales of kitchen cabinets, at a nominal charge for 
his services. In the mornings and evenings this man calls 
from house to house and always succeeds in selling from 
five to fifteen cabinets during the week. He usually takes 
with him one of the dealer’s own salesmen to be trained 
in this special work. 


The special salesmen who do -this retail selling and 
training are all carefully selected and trained for the 
work. Nearly all of them have had considerable retail- 
selling experience in a store and in house-to-house can- 
vassing. They spend their afternoons at the dealer’s 
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store, where they demonstrate good practice in selling 
cabinets. They also give the dealer many pointers on 
display, salesmanship, and advertising. 


In addition to paying a nominal price for the service 
of this special salesman, the dealer also agrees to run not 
less than 250 inches of advertising in his local paper dur- 
ing the week. Cuts are supplied by the manufacturer, 
but copy is prepared by the merchant in co-operation 
with the special salesman, who thereby has his opportun- 
ity to “teach” the merchant how to advertise kitchen 
cabinets effectively. 


This special salesman, however, does not limit his help 
to the sale of kitchen cabinets. He is able to give the 
merchant many valuable pointers on the sale of other 
things and on good merchandising and store management 
in general. Because he demonstrates his ability by actu- 
ally merchandising a large number of kitchen cabinets, 
he gets the merchant’s confidence. The dealer is willing 
to listen to his advice. 


THE PRINCIPLE OF THE COMPLETE SALE 

In general, any plan of working markets which, as in 
the two cases cited, actually operates to move goods all 
the way into the hands of consumers, is in accordance 
with a sound principle of merchandising, the application 
of which accounts in no small measure for the success of 
many manufacturers. This, as previously mentioned and 
as fully emphasized early in our study of sales manage- 
ment, is the principle of the complete sale: 

Goods and services are not really sold until they are 
bought and paid for by consumers or users. 

Any method of working markets in any business that 
does not effectively provide for complete distribution of 
merchandise into the hands of consumers or users will 
be a weak method. Manufacturers and wholesalers have 
always, necessarily, recognized this problem; and its solu- 
tion has been gained by various means, notably by adver- 
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tising to consumers, by sales-promotional work, by dealer 
helps and development work of all kinds; also by care- 
ful selection of dealers, by using demonstrators in stores, 
and, to-day, by specialized retail-selling service supplied 
by the manufacturers, as in the case of the kitchen-cabi- 
net manufacturer cited. 

Many manufacturers travel “missionary” salesmen, 
whose job is to open up new retail accounts, to revive 
dormant accounts, and to increase the jobbers’ sales to 
dealers in every way they can, as explained in Part I of 
this manual. - These missionary salesmen also, in many 
cases, train retailers and their clerks in the sale of their 
products. 

The most effective and profitable of modern methods 
of working markets are based upon the principle of 
the complete sale. 

It is not surprising to note how great a proportion of » 
the many special selling activities now used are designed 
to promote application of the principle of the complete 
sale. We have seen how this principle is applied by many 
specialty manufacturers who sell direct to consumers or 
users. It is also in application of this principle that some 
manufacturers have established their own retail-store 
organizations, as in the case of the Regal Shoe Com- 
pany, the United Cigar Stores, and others. 

. * The method of working markets that gives the great- 
est control over sales to consumers is generally 
favored, 

In not a few cases, conditions require a large measure 
of control of this kind. 


PLANS FOR EXPANDING MARKETS 

Other aspects of this problem of determining the right 
method of working markets concern the plan of terri- 
torial expansion of markets and the plan of intensifying 
distribution in territories that are already covered. In 
other words, increased sales can usually be gained either 
by expanding the sales force and the amount of territory 
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that is worked or by putting on more salesmen in units 
of territory already covered—both methods considered 
apart from improvement in the effectiveness of the sales- 
manship practiced by the men, as covered in Executive 
Manual 20. 

One manufacturer selling a specialty for office use fol- 
lows the plan of increasing the number of men selling in 
territories where sales seem to be coming in greatest 
volume. Also, in fixing his quotas for salesmen, he adds 
proportionately more to the quotas of men working where 
the number of his customers is greatest, notwithstanding 
the fact that his product does not give him “repeat” 
sales; that is, once a prospect buys, that prospect is not 
in the market for his product again for a long time. His 
idea is that where sales have come in greatest volume, 
there he will have the best opportunity for an increase in 
sales. For him, this idea seems to work out all right, 
altho it probably could not be generally adopted. But— 

In general, the plan of working a market along the 
lines of least resistance is sound policy. 

This is generally true. But, under exceptional condi- 
tions, following a line of greater resistance for the time 
being may yield future advantages that: offset a tempor- 
arily higher selling cost. 

For example, a manufacturer of low-priced watches 
had, at first, considerable difficulty in getting stationery 
stores, drug stores, and many other kinds of retailers, in 
addition to jewelry stores, to sell his product. But the 
ultimate advantage of having numerous retail outlets for 
his watches was great enough to warrant the effort to get 
them, altho it was difficult to open these new accounts 
which had never before handled watches. 

In electing to follow lines of least resistance, such as 
the plan of working only the best parts of a market, as 
contrasted with consistent intensive work on each section 
of the market, the future results of this plan must be fore- 
cast. Many producers find that it pays them to shift 
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their selling efforts with changes in buying power in dif- 
ferent sections of the country, as explained early in our 
study of the sales manager and his market. In general, 
they put on the greatest pressure for sales in those parts 
of their market where the greatest amount of purchasing 
power is available at the time. Their facts on purchasing 
power come from the study of the reports of credit 
agencies, of sectional variations in industrial activity and 
bank clearings, and from various barometers of business, 
as explained in Executive Manual 3. 


EXPERIMENTAL TESTS OF METHODS 


The problem of determining the best method of work- 
ing markets should usually involve the plan of testing 
out various alternative methods, mentioned on a previous 
page. 

Just as the sales-promotion department often tests out 
several letters in order to find the one that pulls best, so 
several methods of working markets are often tested out 
on a small scale in order to determine the best method. 

Executives in every department of business can often 
eliminate risk of loss by making experimental tests 
of proposed policies, plans, and methods. 

There is usually some kind of experimental work going 
on nearly all the time in many of the larger sales organi- 
zations. 


One large wholesale hardware house chose three coun- 
ties as nearly alike as possible with respect to dealer 
representation, present sales volume, and sales possibili- 
ties. In one county, a salesman called on the trade every 
six weeks; in another county, every four weeks; and in 
the third county, every two weeks. This was kept up for 
one year, and a careful comparative record of sales in 
these counties was kept. (The three salesmen used in 
this experiment were men of about equal selling ability 
as gauged by their previous performance.) 


The result of this experiment showed approximately 
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15 per cent more business where calls were made every 
. two weeks and 12 per cent more where calls were made 
every four weeks, than the amount of business done in 
the county where calls were made every six weeks. 

The added cost of making calls every two weeks, how- 
ever, was not justified by the difference in sales between 
the two-week call plan and the four-week-apart calls. But 
there was enough difference between a call every six 
weeks and a call every four weeks to justify the expense 
of the four-week frequency. 

By similar tests of the results of different frequencies 
in the calls of salesmen in other sections of the country, 
it was found that the four-week-apart system would not 
work out as well in the Far West. There, principally on 
account of longer jumps between towns, the six-week- 
apart plan was found to be in line with the fundamental 
aim of sales management—to get the best volume at the 
least selling cost. 


Scientific Versus Hit-or-Miss Methods. The experimental 
method of determining the best frequency of a salesman’s 
calls on regular trade, as just explained, was, in fact, 
scientific procedure, as contrasted with rule-of-thumb 
procedure, which would largely guess at what is the best 
frequency of calls by salesmen. 

Thus there is, in general, a scientific versus a hit-or- 
miss method of working markets; and the tendency, 
to-day, is toward the more scientific methods. 

The scientific method of working a market first an- 
alyzes a sales problem to get at its elements and to develop 
an accurate and complete definition of the problem. 

It is especially important to define the fundamental 
result aimed at, in accordance with the objective prin- 
ciple first explained in Executive Manual 1. You will 
remember that “the man who gets there in business 
knows definitely where ‘there’ is.” 


A large rubber company’s marketing-research expert 
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was commissioned to find out how its lines could best 
be sold by its dealers. So an experimental retail store 
and repair shop was started, where experiments could be 
made until a solution of the problem was found. The’ 
objective was to find out how dealers could be guided 
into the sale of more of its brand of tires. 


Wherever experiments like this are used in determin- 
ing the best method of attaining a definite objective, this 
procedure is scientific. It aims to get at the truth by com- 
paring the results of different methods. 


Of course, to a large extent, sales management can 
safely pass judgment on various methods of working mar- 
kets without resort to experimental procedure. Let us 
remember, however, that— 

Wherever there is any real doubt as to the merits of 
two or more different methods, it usually pays to 
make sure which is better by means of scientific tests 
and careful comparison of results in relation to cost. 

The planning and conduct of sales campaigns as: a 
whole is largely a matter of scientific procedure—includ- 
ing market analysis, budgeting sales possibilities, antici- 
pating selling costs, determining selling methods, ete. No 
matter what a particular sales problem may be, it can be 
handled better, as a rule, when as few as possible of the 
decisions required on doubtful points are left to guess- 
work. One of our main objectives in this whole study 
of management, in fact, is the elimination of guesswork. 


* * * * * * 


Our next manual on sales management gives a detailed 
analysis of the salesmanship and sales management prac- 
tice of a well-known manufacturer. This will afford us 
a review of the more essential principles on sales man- 
agement. We shall also, in Executive Manual 24, give 
considerable thought to selling costs and to the broader 
social aspects. of successful sales management as a force 
in the economic progress and the development of business. 
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But before leaving this subject of the methods of work- 
ing markets, it should be made clear that what has been 
said about these methods applies, in great measure, to the 
retailer and particularly to the jobbers in working their 
markets, as well as to the manufacturer. Scientific pro- 
cedure is good procedure even in the case of the small 
retailer, who gains much by knowing definitely the extent 
and true character of his trade zone or area, the classes 
of trade he reaches, how each class differs from others, ete. 
His method may be to reach out farther for trade, or to 
“merchandise” for more intensified appeals to particular 
classes of people. Knowing definitely whom he wants to 
reach, he can point his advertising and his purchases in 
such a way as to attract that class of trade. 

Scientific procedure in any case, whether the sales- 
management is that of a manufacturer, a wholesaler, 
or a retailer, is the surest means of determining the 
best plans and methods of working markets. 

Now, fix in mind again the principles brought out in 
preceding pages by means of the following check-up on 
principles. Then take the opportunity afforded by 
Executive Problem 23 to develop your ability to apply 
basic principles in solving an important problem in sales 
management. And then you will be ready for an analysis 
of selling costs in Part I of Executive Manual 24. 


CHECK-UP ON PRINCIPLES 


Use the following check-up to get the principles of this manual 
firmly fixed in mind. This will help you to handle the problem 
which follows. This check-up is entirely for your own personal 


use, SO you need not send it in to the University. 


A retail clothier with a large volume of business 
makes it a practice to mail post cards—one card one 
month and another two months after a suit is deliv- 
ered—to ask whether or not it is giving complete satis- 
faction. Is this practice more likely to make satisfied 
users than to invite “kicks”? 


The advertising department has recently added the 


“corner inquiry coupon” to its advertising, and is mail- 
ing the leads thus received direct to the salesmen in the 
field. The sales-promotion manager contends that his 
department should do this. Is he right? 


The sales-promotion department of a company sell- 
ing a $150 calculating machine sent all leads to its sales- 
men, who worked on commission and had no well-defined 
territories. If a salesman did not get the order, the 
sales-promotion department sent the prospect follow- 
ups, which encouraged the prospect to order the ma- 
chine by mail. The sales manager claimed that his men 
should get their regular commission on orders mailed in 
by all prospects they had seen. Is this stand justified in 
all cases? 


A mercantile credit agency wanted to know how ex- 
tensive was the probable market for a new service it 
planned to introduce, and instructed its salesmen to 
investigate and report on the possibilities. The esti- 
mates based on the salesmen’s reports proved to be very 
high. Would investigators for a sales-promotion depart- 
ment be more likely to submit conservative estimates of 
the sales possibilities? 


The sales-promotion department of an orange-growers 


association sent out material designed to sell an orange- 
juice extractor to soda-fountain owners. Few machines 
were sold, but there was a noticeable increase in demand 
from fountain owners everywhere for oranges for their 
trade. Should such a sales-promotion campaign be 
judged successful? 


Check 
Yes| No 
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Check 
A salesman found that the sales-promotion depart- Yes No 


ment was notifying prospects of his coming by a half- 
comic, half-serious letter to which he took decided ex- 
ception. The sales-promotion manager justified the let- 
ter by proving that it had opened a large percentage of 
doors for the salesman. The latter maintained that he 
“didn’t care to be advertised as a clown, even if it did 
produce sales.” Do you agree with him? 


A sales-promotion budget for a hardware specialty 


contains $20,000 to get inquiries from dealers, $10,000 to 


follow up these inquiries, and $5,000 for dealer helps. 
Does this division seem to be in proportion? 


A manufacturer of an improved builders’ plaster ad- 
vertises its smoother finish and greater resistance to 
moisture, in mediums which will reach home builders and 
architects. The material is slightly more expensive and 
slightly more difficult for the plasterer to apply than 
other similar material on the market. The building con- 
tractors are inclined for these reasons to oppose its use. 
Would the manufacturer accomplish more if he directed 
a part of his sales effort to enlightening these con- 
tractors? 


A large jobbing house agreed to pay the makers $134 
a gross for 1,000 gross of an improved electric curling 
iron, and offered to pay $140 a gross if the manufacturer 
made a $10,000 appropriation to supply dealer-help 
sales-promotion material in which the manufacturer’s 
name would appear. Would the manufacturer profit by 
accepting the offer? 


Executive Problem 23 


HELPING THE SALESMAN SELL 


Planning Sales Promotion Activities 
Unpbrer THE LASALLE PropLem MetxHop 


F you could acquire the ability to handle all 

the problems of firms in many lines of busi- 
ness, it would be one of the biggest assets you 
could have. The executive problems in this 
course of training are varied and they give you 
splendid practice in applying principles under 
different circumstances. The problem which 
follows involves the sales-promotion activities 
of an investment banking house, but the alert 
student will recognize in it the elements of suc- 
cessful sales-promotion practice everywhere. 


Prepared by the Research and Consultation 
Staff of LaSalle Extension University from an 
interesting problem which it has carefully in- 
vestigated and analyzed, 


Executive Problem 23 
HELPING THE SALESMAN SELL 


There is an old saying that a business either grows or 
falls back—it never stands still. Every business manager, 
then, is concerned with this problem of planning and 
providing means for substantial growth. This is true 
whether the business is a new one that must be developed 
or whether it is a well-established one that has prospered 
or has failed to do as well as expected. 

There are few concerns that cannot handle a greater 
volume of sales profitably. The Columbian Mortgage 
Bond Company, whose problem you will have the oppor- 
tunity of reviewing at this point, has built up a profitable 
business in the sale of real estate mortgage bonds. The 
managers believe that efforts should constantly be made 
to increase sales volume and they are constantly on the 
lookout for new plans and ideas that can be incorporated 
in their broad sales policy. 

In consequence, they have, for several years past, main- 
tained a sales-promotion department, the manager of 
which has been very energetic in providing sales aids for 
the salesmen, developing the good will of old customers, 
and discovering new outlets, new prospects, and new sell- 
ing appeals. 

The sales-promotion manager has shown the possibility 
of developing an entirely new market for real estate mort- 
gage bonds. The manager of sales has asked him to out- 
line a program of sales-promotion activities to be used in 
developing this market. For a short time you are to take 
the place of Mr. Walton, the sales-promotion manager, 
and develop your ability to handle the problems which 
confront him. 


The Product. The Columbian Mortgage Bond Company sells 
bonds secured by first mortgages on improved, income-producing city 
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real estate. The money from the sale of these bonds is used by the 
company to reimburse itself for loans advanced by it to builders 
or other operators for use, usually in financing the construction of 
large office buildings, hotels, and apartment buildings. 

The company performs a real economic function in bringing to- 
gether the funds of many lenders for use in supplying the demand 
for large construction undertakings that owners or builders might 
have difficulty in financing on account of lack of funds. Thus the 
company seeks to provide: 


1. Safe investments yielding an atienctive interest return. 
2. Funds in large amount for well-located building projects. 


There is keen competition in this field. Investment houses com- 
pete with each other for the privilege of making loans to builders. 
They compete with each other in selling their bonds to the public. 
Borrowers want to obtain their loans on the most favorable terms. 
The investment house, on the other hand, wants to make loans on 
good security at a rate high enough to make its bonds attractive to 
purchasers. 


It realizes that the good will of investors is one of its most impor- 
tant assets, so it needs to take great pains in providing bond issues 
which will bear up under the test of time. 


Some real estate mortgage bond houses guarantee their issues, but 
the Columbian Mortgage Bond Company does not. It appeals to 
investors on its successful record—that is, on its reputation and the 
care used in appraising property values, and accurately forecasting 
future developments. It tells investors that its main object is to 
provide the investing public with bonds that are, first of all, secure. 
Like other real estate mortgage bond houses it stresses the attrac- 
tiveness of real estate mortgages as desirable investments. It tells 
of the experiences of shrewd investors in the past who have made 
money while keeping their principal safe, by investing in real estate 
mortgages. It shows how the expert services of the Columbian 
Mortgage Bond Company are available to the buyers of Columbian 
bonds. Thus, it used to be that large mortgages could be bought 
only by people of large means who had expert knowledge of prop- 
erty values; while now, thru the agency of the Columbian Company, 
small investors can buy portions (represented by bonds) of large 
mortgages on well-located property. The Columbian Mortgage Bond 
Company, like many of its competitors, uses this sort of an appeal 
in competing with firms selling other kinds of bonds: a good real 
estate bond issue offers adequate security and a higher rate of inter- 
est than that offered by other kinds of bonds of equal safety. 


Marketing Methods. The Columbian-Mortgage Bond Company 
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maintains its nee Ree in a large Middle-Western city, where it 
has built up a valuable clientele thru the use of bond salesmen sell- 
ing direct to investors. It also maintains branch offices in three other 
large Middle-Western cities, where it uses the same selling methods 
as in the home city. 


The salesmen receive scientific guidance in the matter of finding 
logical prospects, of*gaining the confidence of these prospects, of con- 
vincing them of the merits of Columbian bonds as profitable invest- 
ments, and of persuading them to buy. The company advertises in 
the local papers and on local signboards. It provides its salesmen 
with training in investment securities. And it supplies them with a 
proved organized selling talk containing sales ideas and logical selling 
arguments that have proved most successful i in persuading investors 
to buy Columbian bonds. 


Sales-Promotion Activities. The sales-promotion department of 
this company, organized several years ago, has actively undertaken 
to furnish many of these sales helps. In addition it has compiled a 
list of people who have bought Columbian bonds, and it circularizes 
this list frequently with news about the company’s new bond flota- 
tions, about successful enterprises which the company has helped 
finance in the past, and about interesting features of real estate mort- 
gages, especially the type of mortgages handled by the company. It 
‘further co-operates with the salesmen by handling inquiries prompted 
by the advertising, and by following up these inquiries after the 
names have been turned over to the salesmen. It also adds to the 
mailing list names of prospects furnished by the salesmen. 


The sales-promotion department has developed an investors’ aid 
service, which is placed at the disposal of those desiring advice on 
securities owned or to be purchased. This service is used effectively 
by salesmen in obtaining investment programs to submit to pros- 
pects and to old clients. Thus a salesman sometimes finds a prospect 
who has an investment problem that requires a careful, expert 
analysis. The salesman has neither the time to give to this analysis 
nor the specialized training, so he submits the problem to the inves- 
tors’ aid service. 

The salesmen are urged to use the sales-promotion department 
as a clearing house for information and sales helps. Thus different 
salesmen develop different methods of effectively handling common 
objections. These methods are noted by the sales-promotion depart- 
ment and are made available to all other salesmen. 

The sales-promotion department keeps constantly in touch with 
the local situation in the cities where salesmen are active and calls 
the attention of salesmen to classes of prospects which at certain 
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PRINCIPAL SALES PROMOTIONAL DUTIES 
1. Planning and Creative Work. 
Co-operating in the preparation of campaigns. 
Providing follow-ups. 
Preparing copy for follow-ups. 
Giving talking points to salesmen. ; 
New selling appeals—answers to objections. 
2. Putting Plans into Execution. 
Working out details of campaigns—following up in- 
quiries—supplying requested information. 
Seeing that dealer helps and salesmen’s helps are 
properly and promptly distributed and used. 
Persuading dealers to use the firm’s advertising. 
3. Research Work. 
Getting and compiling data on— 

The market: new outlets, new prospects, new sell- 
ing appeals. 

Distribution—by territories, states, cities, classes of 
customers. 

The line (or product)—new uses, new products, 
improvements, experience of customeys in using, 
data on competitors. 

Compiling mailing lists for direct advertising. 
4. Correspondence. 
Answering all sorts of inquiries. 
Adjusting complaints. 
Soliciting business on items salesman fails to sell. 
Inducing buyers to increase orders. 
5. Record Keeping. 
Recording— 

Inquiries. 

Information from salesmen’s calls, reports, etc. 

Orders from new and old customers. 

Results of salesmen’s calls and of sales promotion 
activities. 

Filing— 
Cards on which records are kept. 
Checking— 

Results against anticipations. 

New results against old. 

Maintaining mailing lists and keeping them up to date. 
Stock Keeping. 

Window trims, counter cards, dealer helps, samples, 

souvenirs, sales manuals, sales kits. 
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times may be best able to make investments. One industry may be 
especially prosperous, or a certain company may be found to have 
a particularly industrious, thrifty personnel, or another may be 
planning to distribute a substantial bonus to its employes. Such 
items of news are given to the salesmen for their use in developing 
new clients and in pushing sales among present customers. 


A New Field. Thru the research activities of the sales-promotion 
department, it has been shown that there are excellent markets for 
real estate mortgage bonds in outlying territory. While there are 
undoubtedly more large investors in the large cities than in the 
smaller towns and cities, there is also keener competition. Probably 
for the reason that city investors are easier to reach and have com- 
mand over greater capital,-this field has been more highly developed 
and investors more highly educated than in the outlying districts. 


Furthermore, country investors have long realized the worth of 
real estate mortgages as investments, so there would seem to be a 
better opportunity to interest them in real estate mortgage bonds 
than in other bonds. Another factor is this: Country investors 
learned during the War the feasibility of putting their savings into 
bonds, especially well-secured bonds of small denominations. The 
Columbian Mortgage Bond Company is well equipped to sell to them, 
because it issues bonds in denominations as small as $100 and $500. 


The company’s city salesmen are paid on a commission basis and 
are required to devote their whole working time to the selling of 
Columbian bonds. It is easily apparent that a different sales plan 
is needed for outlying territory. It is not likely to be profitable for 
a man to spend all his time in soliciting business from small investors 
in scattered localities. The company has accordingly decided to sell 
its bonds wholesale in outlying territory. It plans to do this by sell- 
ing thru traveling salesmen to banks and bankers. Some banks will 
probably buy the bonds outright and sell them to their customers 
or hold them as investments. Some banks will act as agents only, 
getting a consignment of Columbian bonds and selling them on a 
commission basis. In some instances individual bankers, instead of 
the banks, may act as agents. 


The company realizes that bankers in towns and small cities are 
not likely to be trained salesmen, being engaged in many activities 
other than that of selling investment securities. However, there is 
this compensating advantage: Investors in the smaller communities 
are not solicited frequently to buy bonds, and they are accustomed 
to depend on their local bankers for investment counsel. These local 
bankers, wishing to encourage this tendency on the part of their 
clients, endeavor to recommend for purchase only those securities 
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(stocks or bonds) which carry a wide margin of safety. Thus, while 
many individual investors can be influenced by the possibilities of a 
higher rate of return on their money, bankers who handle bonds 
for resale will probably be more concerned with safety and market- 
ability (ease of resale). 

Several of the company’s city salesmen who are adaptable to 
wholesale selling have been selected to receive special training and 
instructions in the selling of bonds to outside banks and bankers. 


The company intends to put on a test campaign in a limited terri- 
tory, using two salesmen to cover thirty counties of southeastern 
Wisconsin (exclusive of Milwaukee). These two salesmen, selected 
from the city sales force, are to be given thoro preliminary training 
in the best methods of wholesaling bonds. They are to be paid a 
salary, with a quarterly bonus on all sales over a certain amount 
for the period. Each salesman is to be given a part of the territory, 
which he is to work on a fairly regular schedule. 


The company does not intend to do any advertising of a general 
publicity nature in this test campaign—that is, display advertising 
in magazines and newspapers—but it does want to be prepared if it 
is to co-operate with local banker agents in circularizing local pros- 
pects, in following up leads, and in giving counsel on investments in 
general. For instance, an investor who holds other securities (stocks 
or bonds) may want to know something about the merits of these 
securities or may want to know the market for them. It is often pos- 
sible, in such an instance, for the investment house to show the 
investor how he can profit by exchanging some of his stocks or bonds 
for other securities. 


The advertising department has prepared numerous booklets, 
pamphlets, and circular letters containing convincing proofs of the 
merits of Columbian bonds and other information of value to an 
investor. This material, along with prospectuses describing particu- 
lar issues of bonds, is mailed to prospects and customers or is given 
them by salesmen. 


The sales-promotion department is expected to work out a com- 
plete plan to be used in the wholesaling of Columbian bonds. The 
inclosed working papers will aid you in making necessary decisions 
and in developing a plan that will meet these needs of the company. 
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Part I 


ANALYZING SELLING Costs 

HE trained executive takes nothing for granted. 

He is constantly asking questions of himself and 

his associates in order to find out the degree of 

efficiency with which the activities of his department 

or organization are being carried on. When a weak spot 

is discovered, a search is made for the underlying cause. 

When found, it is analyzed and the facts interpreted so as 

to find the remedy that will insure the most profitable 
operation in the future. 

In measuring efficiency and in finding the reason for 
underlying causes, the accounting records of past opera- 
tion are one of the most valuable sources of information. 

Almost every business executive will admit that a 
knowledge of manufacturing costs is necessary before the 
cost of production can be kept at a minimum; also that 
the expense of determining such costs usually yields a 
profit by the results obtained. A knowledge of selling 
costs is likewise important. 

Because selling has not been reduced to the same scien- 
tific basis as production, and in all probability never will 
be, because it deals with non-material things—human 
nature—it has not been possible to measure and control 
selling costs with as great accuracy as producing cost. 
But the collecting and analyzing of selling costs may 
yield large dividends in the form of lower selling costs 
due to increased efficiency of all members of the sales 
department. This comes as a result of a knowledge of 
actual conditions. 

Analysis of all costs yields facts that aid greatly in 
the successful conduct of a business. 


1 


2 CONTROL OF SELLING COSTS 


Estimating the Sales Volumes. If a manufacturer wishes 
to make 10 per cent net profit, or $10 on an article which 
sells for $100, he must assure himself that the entire cost 
of production and of selling, including administrative 
expenses (overhead expenses) does not exceed $90. If he 
knows definitely that his manufacturing cost is $70, he 
must control his administrative and selling activities so 
that these will not add more than $20 to his manufac- 
turing costs. 

If he can closely estimate the probable sales volume 
for the year or the season, he knows about what amount 
of income from sales will be available for defraying ad- 
ministrative, selling, and other expenses. 


The estimate of the volume of sales is the basis upon 
which all the other departments plan their operation. 
The sales department estimates, for instance, that it will 
sell a certain number of products during the first three 
months of the year. The production department plans 
its work accordingly as to equipment and personnel and 
the purchasing department arranges for the necessary 
materials at the proper time. It is plain, therefore, that 
the estimates of the sales department should be based 
as nearly as possible on past experience and definite plans 
for the immediate future. 


Knowledge of selling costs and administrative expenses 
as incurred during a certain period, (say, six months or a 
year), considered in relation to sales volume and market 
conditions during that period furnishes a basis of facts 
with which market and selling conditions during the 
ensuing period of time may be compared, thus giving 
some indications of the probable expense of attaining a 
definite volume of sales in the ensuing period. 


Thus, if the period was one of extreme prosperity, 
during which sales came comparatively easy, manage- 
ment would probably be warranted in analyzing the gen- 
eral business situation with a view toward anticipation 
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of a period of depression. It would know that in periods 
of depression and readjustment, sales are usually harder 
to make and consequently sales costs will be higher. 
Knowing these fundamental facts, the sales manager 
could lay his sales plans in such a way as to meet the 
approaching change in conditions and, using these plans 
as a basis, estimate the different costs. 


SIX IMPORTANT USES 

The effectiveness of sales policies and the efficiency 
with which those policies are being carried out can usually 
be determined thru an analysis of selling costs. Thus it 
is necessary to know past selling costs in order to esti- 
mate the probable future selling costs. But the primary 
purposes of analyzing selling costs are to help control 
those costs and to increase the efficiency of selling and 
sales management in attaining the most profitable 
volume of sales. The attainment of those objectives will 
be assured and greatly hastened by analyzing selling costs 
in order to determine such important facts as the six 
listed below: 

1. The profits on each type of product sold. 

2. The relative efficiency of salesmen. 

3. The relative costs, by products and salesmen, in the vari- 

ous territories. 

4, The most favorable sales sections. 

5. The value of advertising. 

6. As far as possible, the profits realized from the work of 
each salesman, and the profit realized on each customer 
account. 

The correct interpretation of these facts and the carry- 
ing out of an intelligent course of action as a result of 
that interpretation will greatly assist in the control of 
selling costs in the most effective way. 


Finding the Losses and Profits. Let us consider the use 
that can be made of the analysis of an organization’s 
selling costs. 
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A certain corporation manufacturing two products 
realized a net profit of $100,000 from sales amounting 
to $1,000,000. If this profit was considered too small, 
the general manager would, no doubt, have a very com- 
plete analysis made of all costs in order to determine 
whether or not the net profit was all that could be ex- 
pected. If it was not, the report should show which 
activities were causing losses, or which ones were not con- 
tributing as much profit as they should. 

The analysis of the sales department’s activities as 
reflected by accounting records might show, for instance, 
that each of the two products yielded a net profit arrived 
at by figuring the marketing cost per unit of product sold, 
which would include the direct selling expenses, adver- 
tising and shipping expenses, and a prorated portion of 
the administrative expenses. 


Ordinarily many executives would be satisfied to know 
that each product was earning a fair profit for their 
companies; but the real executive would ask himself: 
“Are these profits the normal maximum profits of which 
my business is capable?” If the profits are not maximum 
profits, then the business is losing money; because it is 
losing the difference between what it should make and 
what it is making. To answer the real executive’s query, 
searching analysis of the profits on each of the articles 
should be made by territories and by salesmen. If one of 
the territories showed an actual loss, conditions in that 
territory would be thoroly investigated. It might be 
found that the shipping expense was too high, that freight 
rates were unfavorable, or that competition from local 
concerns made the salesmen’s best efforts relatively un- 
productive. Such a territory would be considered by this 
company as being in a prohibitive sales zone, where 
competitors are in favor because of their proximity to the 
market and because of local prestige. In all probability, 
direct selling methods would be abandoned in such a 
territory and the sales placed in the hands of jobbers. 
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The really progressive executive does not confine his 
investigation to losses alone, however. He will do all 
within his power to discover if those territories showing 
a profit are as profitable as they should be. He may find 
that changes can be made which will increase the profit 


| _ equally as much as the elimination of the loss which was 


being experienced in one of the other territories. 


Determining a Salesman’s Profit and Loss. The analysis 
of the profitableness of the sales made by the different 
salesmen naturally brings to light ways of strengthen- 
ing the staff by replacing weak members with stronger 
ones or by giving special assistance to those men who 
work territories in which the sales resistance is most 
pronounced. 

The selling costs of a salesman, taken by themselves, 
may give the wrong impression as to his efficiency. In the 
first place, they should be considered as a percentage of 
| his sales. This will indicate how much of a margin is 

left to provide for other costs and a reasonable profit. 
These selling costs and percentages should be interpreted 
in the light of the nature of the man’s territory, his past 
record, etc. The management of a coffee company found 
that the selling costs of its salesmen varied from 5 per 
cent to 20 per cent of their sales volume. The salesman 
whose costs amounted to only 5 per cent of his sales 
had been with the company two years. His salary was 
low but his record showed that he stood second in the 
number of calls and sales made. This record was espe- 
cially noteworthy since his territory was a comparatively 
barren one. The best results came from the lower priced 
men and those who had been with the company less 
than two years. These men were still ambitious. Their 
salary and length of service was not sufficient to make 
them feel that they were executives rather than salesmen. 


These facts and the conclusions drawn from them gave 
the management a basis for encouraging the young, am- 
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bitious, hard-working salesmen and stimulating the older, 
better-paid men to greater effort. 


The Use of Territorial Cost Figures. To find out whether 
or not a salesman is making as much profit as he should 
from a territory, it may be necessary to divide the sales 
and profits of that man according to either custom- 
ers or towns within his territory. Such an analysis may 
show, for instance, that the profits of $10,000 real- 
ized from the sales of one man resulted from $12,000 
in profits in certain localities and from losses of $2,000 
in other places. The salesman covering this territory 
may be a trained salesman of the highest type, and his 
losses may have been due to the fact that he called upon 
customers whose orders did not warrant so many calls. 

A paint manufacturer found that the average cost 
of each call made by one of his salesmen was $9. A 
comparison of this cost with the sales made to the differ- 
ent customers and towns visited disclosed facts of which 
even the salesman was not aware. One town had been 
visited eleven times at a cost of $133 without one result- 
ing sale. One customer had been called on thirty-two 
times. The “call” cost of $388 was greatly in excess of the 
profits made on the account. An agency buying $1,850 
worth of product was called on once, and another which 
bought $208 did not receive a single call. These are only 
a few of the facts disclosed by the analysis of one man’s 
territory. It showed clearly the lack of a definite policy 
in making calls on customers. This is further revealed 
by the wasteful routing followed by the same man. Most 
salesmen are anxious to appear at an advantage in every 
respect—volume of sales, low selling cost, and high effi- 
ciency in routing. This salesman, however, is not in a 
position to know just where he stands in respect to these 
factors, so it is a function of the management not only to 
supply him with the information vital to his own work 
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but also to help him interpret that information in a way 
that will allow him to overcome his weaknesses. 

There are many ways by which sales costs may be used 
profitably as a basis for intelligent control of sales activ- 
ities. It is important that we know something of how 
such costs are determined. Naturally, there can be no 
standardized method of finding selling costs, since the 
conditions which control the amount of costs will vary 
with almost every organization. The expenses of the 
various activities included in selling costs must be gath- 
ered and charged correctly. 

In some cases the credit and collection expense will 
be the same for all orders regardless of their size, while 
in other lines of business the expense involved will vary 
so widely that it would be misleading to charge it on any 
flat basis, such as per dollar of sales, per sale, or per unit 
of product. 

However, in order that you may see just how one 
concern determined its selling costs, we are adding a 
“Selling Cost Appendix” to this manual as an illustra- 
tion of how to determine selling costs. This should be 
studied and referred to as a general guide, remembering 
at the same time that in all probability this identical 
method could be applied only to a very few businesses. 
It will have to be modified to meet existing conditions. 
Even tho this is true, this method will be of great useful- 
ness to the executive who wishes to check up on the 
selling costs of his organization. 

The significance of the variations of marketing costs 
in different territories is well illustrated by Schedule XIX 
in the discussion of how to determine selling costs, which 
you will find in the appendix to this manual. Note in 
Schedule XIX that the cost per dollar of sales on Product 
A in Territory 4 is almost 50 per cent higher than in 
Territory 3. Knowing this fact, the question, Why? 
looms up. One reason, of course, would be the difference 
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in volume of sales. But that would not entirely account 
for the difference in cost per dollar of sales. Variations 
in sales resistances to be met by the salesmen and in the 
efficiency of the salesmen are other probable causes, and 
they would largely explain the variation in sales volume. 
The point is that— 

Once territorial variations in cost per dollar of sales 

are determined, sales management can then find the 

causes of variation, and use this information as a 

guide in cutting down selling costs. 

By dividing the total marketing costs of any product 
by the quantity of product sold, the marketing cost per 
unit of product is determined. The direct selling cost 
per unit of product is determined by dividing the quan- 
tity sold by its direct marketing cost. 


Determining Net Profit per Unit of Product Sold. If we 
add the marketing cost per unit of product to the pro- 
duction cost per unit of product, and then deduct the 
sum from the sales price per unit of product, we arrive 
at the net profit on each unit of product sold. Then 
multiplying this net profit per unit of product sold by the 
number of units sold in the territory or by the salesman, 
indicates the net profit earned in the territory, or by the 
salesman. 


We are then in a position to compare territories and 
salesmen on the fundamental basis of net-profit differ- 
ences. We can use our comparison as a basis for creating 
standards—sales quotas, compensation standards, mar- 
keting-cost standards, ete. 


Whether or not selling costs are analyzed as com- 
pletely as in the case worked out in the appendix, a unit 
selling cost should be worked out in every case. For 
comparison of the cost of selling as between products, 
territories, and salesmen, this unit selling cost may be 
figured on direct selling costs alone, with or without 
including costs of sales management. 
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By comparing unit selling costs, avenues of greater 
efficiency in selling are opened up, more dependable 
sales quotas may be fixed for each salesman, adver- 
tising policies checked up, and weaknesses in sales 
management detected. 

Wherever the unit selling cost is unusually high or low, 
there is a cause which, when found, often points the way 
to improvement in selling methods. Comparisons of the 
unit selling costs of different products and salesmen in 
different territories, when the reasons for variations are 
known, afford an intelligent basis for variations in sales 
quotas assigned. 

Analysis of selling costs may even go down to the indi- 
vidual customer, or at least to the city or town served by 
the salesman. Comparisons of costs in territories which 
are reached by advertising, with territories which are not 
so reached, or are reached by advertising of a different 
kind, afford a measuring rod for determining the eff- 
ciency of the kind and amount of advertising used. 


* * * * *% 


Having covered all of the main problems of selling and 
sales management and the principles that apply in solv- 
ing them, let us now, in Part II of this final manual on 
this subject, review the more important of these problems 
and principles by analyzing the work of one of the lead- 
ing sales organizations of the country. 


CONTROL OF SELLING COSTS 
Part II 
SALES MANAGEMENT IN REvIEW 


HIS is the final part of our study of sales manage- 

ment, but it is not the last manual in this train- 

ing service that develops ability to solve the 
problem of securing the best volume of sales at low sell- 
ing cost; Executive Manuals 25 to 32, which cover the 
principles of successful advertising and marketing, also 
have a direct bearing upon gaining the best sales volume 
at low cost. 

Experience shows that every executive in other phases 
of business management must understand the sales prob- 
lem and how it is efficiently handled in the sales and 
advertising departments; for, as plainly set forth in our 
preliminary view of sales management (Executive Man- 
ual 5) the ultimate profitable solution of the sales prob- 
lem of every business, like the problems of production 
or of finance, requires the intelligent co-operation of 
other departments. 

Let us now, in reviewing some of the more typical and 


_ important problems of the manager of sales, study, in 


particular, the practice of one business which has had a 
long record of steady development. In doing this, we 
shall also pick up some essential points not heretofore 
covered—and we shall remember that all this study of 
sales management is of practical interest to every worker 
who desires to have the well-rounded knowledge and 
understanding that characterizes men who are able to 
plan, co-ordinate, secure, and give profitable co-opera- 
tion; for that is training of the most-essential kind for 
the man who would rise high as a business executive. 

For this review, we have the opportunity of analyzing 
at close range the sales problem of The Yale & Towne 
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Manufacturing Company, of Stamford, Conn., one of 
the leading organizations of the world among lock manu- 
facturers. But as we study this particular company’s 
case, we shall be concerned largely with those aspects of 
sales management which obtain generally in every other 
kind of business, large or small, young or old. 


The Interests of Sales Management. Management of 
sales is, in every case, interested, among other things, in 
the reputation of its own company and how this repu- 
tation was earned. It is interested in knowing the part 
played by its products, their kind and character, and by 
its service to customers, in attaining a hold on the 
market. 

Management of sales is interested in every part of its 
entire market; how territorial and trade classifications 
require specialization on the part of salesmen; the rel- 
ative profits derived from working various parts of the 
market; the best methods of reaching consumers, whether 
thru jobbers or dealers or direct to users; and the aims 
and character of the advertising and dealer helps used. 

Management of sales in the case of the Yale & Towne 
company, as in every case, is very much interested in 
making good use of all available direct and indirect 
means and methods of securing increased sales volume 
and of keeping the costs of selling down to a low per- 
centage of sales. 

Such are a few of the more general interests of sales 
management in every business. Interests of that kind 
and the knowledge they imply are essential in estab- 
lishing sound sales policies and methods. 


Inspiration from Past Achievements. In the case of 
every business, sales management looks for inspiration 
and confidence from the successful history of the busi- 
ness and the excellence of its products. 

Sales management in the Yale & Towne company, for 
example, knows that nearly all American and foreign 
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lock-makers have adopted the principles of lock con- 
struction introduced long ago by this company; and that 
this company has led the industry, not only with its 
improvements in design, but also in its methods of pro- 
duction. 


The manager of sales and the salesmen in this case 
are fortified with a past record of growth from a small 
brass foundry and power plant with 15,000 square feet 
of floor space, established in 1868, to a plant that now 
has a total floor area of more than 25 acres. 

All the past growth of a business, whether great or 
small, is a source of inspiration and confidence to 
the sales manager and his men. 

A background of achievement affords sales manage- 
ment, in any case, a solid foundation upon which to build 
future sales. In taking full advantage of past achieve- 
ments, the efficient sales manager uncovers and analyzes 
the underlying causes of the development of a business 
He knows that: 

The fundamental factors in the past success of any 
business are always of great importance in pro- 
moting its future success. 

It is, in every case, highly desirable that the manager 
of sales be well acquainted with these factors, for they 
serve as a basic guide in establishing selling policies. 
Furthermore, his salesmen out in the field work more 
loyally when they know, not only the history of their 
firm, but also why it has achieved its present develop- 
ment. And that is true of every other employe of the 
business. 

Even tho a business is very young, if it has shown any 
growth at all, sales management can effectively build 
upon the causes of that growth; and these causes in 
every case reach down into the quality of the product 
and service rendered by the business. 

From the very start of any business, the success of its 
sales management is closely connected with quality of 
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product and service rendered by the business; that is, 
with the efficiency of the product (or the service) in 
meeting the needs of consumers or users at a reasonably 
low cost to them. This is the main source of inspira- 
tion to the sales manager and his men in a business Just 
established, as well as in a business with a background 
of successful experience upon which to build future sales. 


The Keynote of Successful Sales Management. It is not 
surprising that Henry R. Towne, one of the original 
organizers of The Yale & Towne Manufacturing Com- 
pany, in summing up the guiding principles of those men 
by whom his company was built up, sounds the keynote 
as “honesty of purpose and endeavor.” He analyzes this 
keynote as follows: 

Honesty in design and production, that each article shall 
be right for its purpose. 

Honesty in presentation, that the buyer shall not be misled. 

Honesty in pricing, that quality shall not be sacrificed by 
cheapness. 

Honesty with competitors, that friendly rivalry may super- 
sede distrust. 

Honesty in all relations with employes, customers, and the 
public, that no man shall ever be able rightly to charge con- 
scious dishonesty of intent. 


If then, the future may be judged by the past, I predict 
with confidence that the policy of honest effort and honest 
dealing, maintained during the past fifty years by those who 
founded and built up this business, will be continued in the 
years to come by their successors, and will win rewards in 
the future even greater than in the past. 

This statement of principle is not surprising because 
its keynote is not at all unusual. The keynote of hon- 
esty is the basis of nearly all effective principles applied 
in attaining large and lasting success in business. 

Just as honesty of purpose and intent is the basis 
of good salesmanship on the part of individual sales- 
men, so it is the basis of good practice thruout any 
business as a whole. 


Sales management that does not have the great advan- 
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tage of building sales of an honest product, honestly 
priced, with honest service to customers, and honest 
treatment of competing products and firms, lacks the 
most essential element that underlies good salesmanship. 
Wherever there is any lack of honest intent and purpose, 
there we always find a fundamental cause of weakness 
in the work of sales management. Wherever this ele- 
ment is not sufficiently developed, sales management can 
do much toward gaining its proper development. 


The Inspiration That Comes from Social Service. Another 
fundamental source of inspiration to good work on the 
part of sales management is found in the fact that the 
wide sale of a good product serves to increase the sum 
of the satisfaction of wants enjoyed by many people. 
The sales manager who is not himself thoroly “sold” on 
the greatness of the service he is rendering to all buyers, 
works under a serious handicap. His men out in the 
field are bound to feel this handicap, for a sales manager 
cannot make them believe anything that he himself does 
not believe. 

There is another angle to inspiration that springs from 
confidence in the service rendered to buyers by aggressive 
salesmanship. It may seem to be indirect, but its effect 
in the minds and hearts of salesmen and of sales man- 
agers has a direct bearing upon their success. This is 
the inspiration that comes from knowledge of the fact 
that all the men who produce a product or service are 
working together harmoniously, are well paid both as to 
their money compensation and their other-than-money 
forms of compensation for good work—men who, there- 
fore, are conscientiously turning out a good product—as 
fully explained in forthcoming manuals of this service 
which cover the subject of managing men. 

Yale & Towne salesmen, for example, know that Mr. 
Towne, both as president of the company and as chair- 
man of the board of directors, was one of the pioneers in 
the improvement of sanitary conditions in industrial 
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plants. His efforts in directing the promotion of the 
comfort and health of all his employes—with steady 
improvement of working conditions ever since the found- 
ing of the business—have been an important factor in 
maintaining cordial relations between the company and 
its employes. This cordial relationship is well known 
to every Yale & Towne salesman. It has played an 
important part in the successful development of the 
business. 

Sales management in every case can ‘‘capitalize’’ 

good management in every other department of its 

business. 

Any adverse criticism of any part of a business is a 
handicap to salesmen if they hear it. Favorable reports 
of work in other departments are always an inspiration 
to salesmen. That is another reason why sales manage- 
ment is vitally interested in the efficiency of every 
department in the business. 


Inspiration that Comes from Institutional Leadership. 
Another background for good salesmanship lies in lead- 
ership. It may be leadership in the size of the organi- 
zation; or it may be leadership in the age of the organi- 
zation; or in the development of improvements in 
products; or in the introduction of new ideas—leadership 
in progressiveness. Particularly helpful to salesmen is 
leadership in successfully reaching goals, in exceeding 
quotas, increasing this month’s business over last month’s 
—of feeling and being successful. 

Wherever a business excels, there we find a source 
of inspiration to all workers, particularly to. those 
who represent the business out in its market. 

Every Yale & Towne salesman knows that the two 
Yales, father and son, have led in the development of 
improvements in locks. They know that prior to the 
year 1865, practically all keys were round and had to 
be long enough to reach thru the door into the lock— 
that a bunch of keys then weighed pounds, whereas the 
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same number of keys to-day weigh ounces; that this and 
many improvements since that time came from the in- 
ventive genius of Messrs. Linus Yale, Sr. and Jr.—notably 
improvements in the combination or dial lock for banks. 

Yale & Towne salesmen know that Mr. Towne has 
introduced into this industry many refinements both in 
mechanical detail and in the external appearance, or 
“dressing” of locks. They know that he has also led 
American lock-makers in adapting machine tools of mod- 
ern design and of special design to lock-making. They 
know that their company has contributed to this indus- 
try a long series of products, some wholly new and others 
improvements of earlier models, seeking always mechan- 
ical excellence and refinement of design, and the lowest 
cost consistent with maintenance of high quality. 

All such facts of leadership, when known to the sales- 
men, are a source of inspiration to good salesmanship. 
Even a comparatively young business concern can capital- 
ize its brief period of development in the form of greater 
confidence among its salesmen. Its leadership may lie 
in promoting the sale of a product or service that fills 
a new want, or it may lie in an improved means or method 
of filling an old want. 

Thus, altho we shall analyze the methods of an old- 
established company, let us note that the fundamental 
principles underlying its success apply as well to the 
new-established company. 


THE MARKETING OF YALE PRODUCTS 


Now that we have in mind the elements of leadership 
in the Yale & Towne case, let us find out how this com- 
pany markets its products. 

In the first place, all products manufactured by this 
company are known as “Yale” products. That name is 
the registered trade-mark which fully identifies the 
products of this one company. The use of the name 
“Yale” on locks dates back to 1849, when Linus Yale, Sr., 
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(born 1797) began to manufacture locks at Newport, 
Herkimer County, New York. To-day the line of prod- 
ucts consists of builders’ locks and trim, night latches, 
dead locks, padlocks, cabinet and trunk locks, bank locks, 
prison locks, safe locks, door closers, chain blocks, elec- 
tric hoists, and electrical industrial trucks. 


One group of these products is sold to jobbers and 
retailers; another group is sold to consuming manufac- 
turers (that is, manufacturers who use them on their 
products) ; another group is sold to the mill supply trade. 


In analyzing the selling appeals employed in selling 
the group that is distributed thru jobbers and dealers, 
five points are emphasized, as follows: 

1. The name of the products is widely and well known. Thru 
advertising and the testimony of satisfied users, both word- 
of-mouth and written advertising, “Yale” has become a 
household word. 


2. The progress of the business has been continuous. 


3. The quality of the product is unexcelled. This is the key- 
note of the salesman’s selling talk. 


4. “Yale” security is well known. This is the feature of 
utility that satisfies the consumer want which underlies 
consumer demand for the products. 


5. The company’s service consists of prompt shipments, 
courteous treatment of customers and full co-operation with 
them, including general advertising, descriptive printed 
matter well illustrated, and thoroly informed salesmen. 

Those are the five principal points that salesmen of 

Yale products strive to impress into the minds of jobbers 
and dealers; and it is the group of products that sell 
thru jobbers and dealers with which we shall be con- 
cerned, mainly, in this case. 


Analyzing Impressions That Arouse Desire to Buy. In 
every case, it is necessary for sales management to make 
sure that its analysis of talking points includes those 
basic ideas which, when implanted in the mind of a pros- 
pect, will arouse desire, and will appeal to convictions 
that will lead to buying. Then, salesmanship, whether 
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printed, typed, or spoken, can in various ways be shaped 
to implant these basic ideas or impressions into the minds 
of prospects. 
Unless the talking points, as analyzed, are truly fun- 
damental causes of desire to buy, or are appeals to 
reason and intelligence, much selling effort is bound 
to be wasted on non-essentials. 

What is the basic want or need that a product, or 
group of products (or a service) will satisfy? That is the 
leading question in developing talking points for any 
product or service. It is answered in the case of Yale 
products by the need for security from “thieves that 
break in and steal’”—or do worse. That is the funda- 
mental need which these products help to satisfy. It is 
the real want which underlies sales to consumers; while 
sales to consumers, in turn, underlie sales to dealers; and 
sales to dealers underlie sales to jobbers. 

Whatever the plan of distribution, fundamental 
talking points begin with consumer wants and needs. 

Wherein does the product excel as a means of satis- 
fying the want or need of consumers? That question 
comes next. The kind of steel used in Yale locks, the 
design of keys and tumblers, resistance to rust, the widely 
established belief that these locks cannot be “picked,” 
therefore will less likely be tampered with—such are 
points of excellence. 


The next question is: how many consumers are ac- 
quainted with this means of satisfying this need, and 
how well are they acquainted with the excelling features 
of this means of satisfying their need? This question 
brings up consideration of the firm’s advertising to con- 
sumers, its extent and effect on the dealers’ sales. 

Such questions are very important in selling the dealer. 
They should be definitely answered before considering 
the questions of profit to distributors on their sales and 
of service and co-operation with distributors. 


In many cases farseeing sales management goes further 
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in the analysis of talking points, recognizing the fact 
that— 

Desire for ‘‘profit’’ (on the part of both consumers 

and distributors) varies according to what consti- 

tutes the individual’s conception of greatest profit 

to him. 

Sales management recognizes individual differences in 

desire and the nature of the want satisfied and adapts its 
selling appeals to them. 


Giving Jobbers and Dealers What They Want. In selling 
to jobbers and dealers, it is necessary to recognize the 
fact that they want, primarily, a good rate of turnover; 
they want fast selling stock, lively turnover of their work- 
ing capital. 

As in the case of many other established manufactur- 
ers, however, Yale & Towne for many years did not 
directly give their attention to the promotion of faster 
resales of their products to consumers. In fact, they 
found a ready market thru jobbers, with sales direct to 
dealers here and there in the larger cities. It seemed to 
be unnecessary to pay much attention to the rank and 
file of retail dealers and no attention at all to consumers, 
other than that reflected in maintaining the high quality 
of their product as a means of meeting the desire of con- 
sumers for security. 

In years past, it was relatively easy for manufacturers 
in some lines to sell the jobbers, because production in 
those lines was always behind consumption in its devel- 
opment. There was not much need for attention to con- 
sumer and dealer sales. This was the early experience 
of Yale & Towne. 

Later on, however, with an increase of items in the 
Yale line of products and with the development of many 
competing articles of low price and large demand, which 
were not included in the Yale line, jobbers and dealers 
came to find that other lines could be sold with less 
effort—because of lower prices. It therefore became 
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necessary that this company arouse a demand for its 
products which would increase the jobbers’ and the re- 
tailers’ desire to handle them. This necessity led this 
company forthwith into plans for influencing the demand 
of consumers. 


Yale products, because of their high quality, called for 
a high price relative to other prices. It was, therefore, 
necessary to educate consumers on the economy of buy- 
ing high quality at a high price, such as paying a dollar 
or more for a secure padlock instead of twenty-five cents 
for an old-fashioned, insecure cast-iron lock. This prob- 
lem, of course, was to be solved largely thru advertising, 
designed to sell consumers the idea of buying Yale prod- 
ucts. It has been largely thru advertising, carried on in 
mediums of general circulation for many years, that the 
Yale trade-mark and its significance have become thoroly 
known to the public in America and many other coun- 
tries. 


Advertising Necessitates Expansion of Retail Outlets. 
With general advertising to consumers,.came the neces- 
sity of getting wider distribution of Yale products in 
retail hardware stores, so that consumer demand aroused 
by the advertising could be readily supplied everywhere. 
Advertising also arouses consumer “acceptance’—that is, 
the willingness of consumers to accept a particular brand 
of product when offered by the retailer. (A complete 
analysis of what advertising can do is made in the sec- 
tion of this service on Advertising and Marketing, begin- 
ning with Executive Manual 25.) 

It took much additional effort on the part of Yale & 
Towne salesmen to get many new retail accounts, for, 
as previously explained, the tendency among retailers 
(therefore among jobbers) was to handle cheaper lines 
which could be sold without as much effort as it took 
to sell the higher priced Yale lines. 


To impress the quality-economy idea into the minds 
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of retailers, to convince them of the profit to them in 
handling Yale products, to get the wide and intense 
retail distribution necessary to back up the advertising— 
attaining these objectives required a great amount of 
work by the sales force, but not so much as would have 
been required were it not for Yale advertising to con- 
sumers. 


A specially trained corps of salesmen was sent out to 
open up new retail accounts for supplying the broader 
demand for Yale products aroused by the advertising. 
The jobbers’ salesmen, with many lines to sell, consisting 
of hundreds and even thousands of items, could not spend 
the time and effort required to push any one manufac- 
turer’s products. 


Yale & Towne did not, however, dispense with the 
service of the jobber. In the hardware trade, as in many 
other trades, the jobber is an economic necessity. He 
gathers together in one place the products of many manu- 
facturers—enabling the retailer to buy, in one place or 
from one salesman, products which otherwise would have 
to come from many scattered sources. The jobber enables 
the retailer to attain faster turnover of his stock. The 
retailer can quickly replenish his stock of any item out 
of the local jobber’s stock. More rapid turnover of the 
retailer’s inventory brings increased profits on his capital 
investment. On the same amount of working capital and 
in the same store space and with about the same cost 
of doing business, the retailer can carry a greater variety 
of offerings and is thereby in position to get a greater 
volume of sales—when he buys many items in relatively 
small quantities from his local jobber. Therefore, Yale & 
Towne not only kept its jobber outlets but also added 
more of them to its list of distributors. 


Distributing the Expense of This Plan of Selling. Man- 
agement of sales in this case faced the expenses of— 
1, Arousing consumer demand thru advertising. 


SALES MANAGEMENT IN REVIEW 2 


Ww 


2. Convincing many new retailers of the profit to them in 

supplying this demand. 

And when a manufacturer assumes the expense of 
arousing and maintaining consumer and retailer demand 
to be supplied thru jobbers, he cannot ordinarily allow 
the jobber to buy his products at as low a price as when 
more of the burden of promoting sales to dealers is placed 
on the jobber. 

In the Yale & Towne case, however, a plan was devised 
which enabled this company to maintain its low prices to 
jobbers. Here is how it works out: 

Advertising develops consumer demand and acceptance 
for Yale products. Yale & Towne salesmen interest 
retailers in supplying the goods to meet this demand. 
They take only introductory orders. The retailers are 
supplied and billed direct on these introductory orders by 
the Yale & Towne company—and this helps pay the 
expense of arousing retailer demand. 

This plan is not detrimental to the jobber. In the first 
place, these introductory orders constitute a small part of 
the total sales to retailers; and all the rest of retailer 
demand is supplied thru jobbers. In the second place, 
thru the operation of this plan—which is found to be of 
greatest service to consumers, retailers, and jobbers—a 
larger market for Yale products is constantly being 
developed, to the profit of all parties concerned. 

Yale & Towne salesmen are constantly opening up new 
accounts for the jobbers and increasing the business of 
retailers with the jobbers. The fact that nearly all im- 
portant jobbing houses distribute these products to 
retailers is conclusive proof that the plan is profitable to 
the jobbers. With an increasing number of consumers 
calling on retailers for Yale products, and with retailers 
constantly re-ordering stock from the jobbers, the job- 
bers’ business on these products becomes increasingly 
profitable. 
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ORGANIZING YALE SALES ACTIVITIES 

Now let us look briefly at the organization of the sales 
activities of this company. All these sales activities, 
including advertising, are supervised by the general man- 
ager at the central offices in Stamford, Conn. Then there 
is a general sales manager next in authority. Under the 
general sales manager are three special sales managers 
each in charge of a department: 

1. Manager of Hardware Sales. 
2. Manager of Material-Handling Equipment Sales. 
3. Manager of Export Sales. 

Sales branches are located in New York, Boston, Chi- 
cago, Philadelphia, and San Francisco. For many years 
it was the company’s policy to conduct its business with 
customers chiefly thru these branch houses, giving each 
full charge of its prescribed territory. This policy, how- 
ever, has been changed: the management of sales has 
been gradually concentrated in the general offices at 
Stamford, with centralized control of branch houses, 
because it facilitates the use of standardized methods of 
branch management. 

The salesmen in this organization specialize along one 
of four different lines: 

1. Hardware Jobbers. 
2. Hardware Retailers. 
3. Mill-Supply Dealers. 
4, Large Manufacturers. 

Thus, these broad divisions of specialization among the 
salesmen are primarily based upon differences in the 
character of the market they reach, as is usually the case 
in other concerns which sell to two or more distinctly 
different markets. Salesmen who call upon one class of 
trade do not, as a rule, call upon other classes. Salesmen 
who sell the jobbers, for example, do not, as a general 
rule, sell to retailers. The logic of such a policy is appar- 
ent when the varied interests of the different types of 
buyers is considered. 
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PAYING AND TRAINING YALE SALESMEN 

Each Yale & Towne salesman is given a quota of 
expected sales for his territory. This quota is based upon 
an average of past sales over a period of five normal years. 
The form of compensation is a fixed salary based upon 
the previous year’s business. This salary is supplemented 
by a commission on all sales in excess of the quota for 
the salesman’s territory. Under this plan, each salesman 
determines his own compensation. As his business 
increases, his compensation automatically advances. This 
plan has been found to be just and to have in it the nec- 
essary incentive to effort. 

Every reasonable assistance is given to salesmen. They 
are kept informed upon all important developments. But 
they are always encouraged to use initiative—as the 
means of development into better and stronger repre- 
sentatives. 

This company analyzes the prime personal qualities 
requisite in its salesmen as follows: 

1. The possession of ordinary intelligence, developed thru 

schooling and practical education. 

2. Integrity and willingness to apply both intelligence and 
moral courage to the work in hand. . 

These salesmen are required to know all their products. 
Altho there are now many hundreds of items in the line, 
a specific and detailed acquaintance with all these items 
has been found essential. 

Many successful Yale & Towne salesmen came into 
this organization from other fields, but men who have had 
experience in the hardware field are preferred—if it is 
necessary to go outside the organization for new sales- 
men. Young men in the production on clerical depart- 
ments are given every opportunity to promote them- 
selves into the sales department. 


Yale & Towne’s Training School. This company con- 
ducts a four-year course for its younger men in drafting, 
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production, model and tool making. These apprentices 
are also encouraged to “scout around the works” and get 
a general understanding of the relation between the vari- 
ous departments of the business. 


This apprentice school provides thoro training in the 
use of machine tools, the trades of tool maker and 
machinist; and it gives instruction in mathematics and in 
mechanical and free-hand drawing. 


Graduates of this school may, nécordmae. to aptitude 
shown, enter either the manufacturing division or the 
selling division of the organization. Many of the com- 
pany’s most successful salesmen are graduates of this 
school. 


Before going out into the field for this company, each 
new salesman spends a period in the factory learning 
about the products he is going to sell. He also receives 
instruction in the handling of the various record forms 
used in the office and by the salesmen on the road. 
Special attention is given to training in tactful conduct 
and the building of character. ‘Build the man and the 
salesman will emerge” is one of this company’s training 
slogans. 

The usual practice in this company is to send a junior 
salesman on the road to work under the direction of a 
senior salesman. This gives the new salesman an excel- 
lent opportunity to get valuable experience in contact 
with dealers and users and to round out his knowledge 
of selling policies and the detail of the work in actual 
practice. 


Analysis of the Salesmanship Practice. In selling prod- 
ucts for resale, the salesmen must know what there is 
about his products that makes people (consumers) want 
to buy them, and who the people are that buy them. 
He must know the appeals that his products make to 
consumers as a means of convincing jobbers or retailers 
that his products will sell readily to consumers. 


. 
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Jobbers and retailers are primarily interested in money 
profit, which can be gained only thru resale of the 
product. There are, therefore, two fundamental impres- 
sions to be made by the salesman in the minds of dealers 
or jobbers: 


1. The fact that good money profit is gained from handling 
the line. 


2. The fact that the line is salable. 

The more important of these two impressions is that 
the line is salable; for— 

Money profit depends largely upon salability. And 

this is true, as a rule, even tho the percentage of 

profit is relatively small, because quicker turnover 

results in a larger volume of profit on the business 
’ done in a given time. 

That is the first proposition in analyzing salesmanship 
practice for Yale & Towne salesmen. Second, jobbers 
and dealers usually fall into one of three classes, as 
follows: 

1. Those who are handling the line and buy it regularly. 

2. Those who handle similar lines, but do not handle this line. 

8. Those who do not handle this line or a similar line, but 

should be interested in handling the line. 

In selling to the first class (regular customers) the 
salesmen try for larger orders mainly by inspiring dealers 
to greater effort for increased sales volume, getting them 
to push the line, as by using window and interior dis- 
plays in conjunction with the company’s advertising, and 
in other ways stimulating their sales to consumers. 

In selling the second class of dealers and jobbers (those 
who handle only competing lines) the salesman tries to 
get them to handle this line—either to add it to the line 
or lines carried or substitute it for another line—by con- 
vincing the dealers of greater money profit and salability 
of the line he is selling. 

In selling the third class of distributors (those who 
do not handle this or a similar line) the salesman 


endeavors— 
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(a) First, to sell the idea of profit from adding a line of 
products not now handled; and 


(b) Second, to sell his line as the one that will produce the 

most profit. 

Where a house sells to both jobbers and retailers, as 
in the Yale & Towne case, it is, of course, necessary for 
the salesmen who sell the jobbers to convince the jobber 
that this policy of the house is a good thing for the 
jobber, as explained on a preceding page. 


HIGH LIGHTS IN EFFICIENT SALES MANAGEMENT 

Such are some of the principle aspects of Yale & 
Towne’s problem of sales management and the methods 
employed in giving this firm the best sales volume at the 
lowest cost. Now, in concluding our study of sales man- 
agement, let us again call to mind some of the broader 
requirements in successfully handling the sales problem 
of a business, especially those requirements which relate 
particularly to general sales management. 


We have seen that sales management must establish 
sound sales policies, and that these policies have to do 
mainly with relations between the producing house and 
the distributors and users or consumers of the product. 


It is necessary to know, in the first place, whether 
or not established distributors can profitably be used, 
and shall be used, in distributing a product on into the 
hands of consumers. Comparative costs of distribution 
—total costs, including all handling, carrying, storing, 
and selling costs from producer to consumer—constitute 
the basic factor and determine the best available plan of 
distribution. 


We recognize the fact that the functions of jobbers 
and dealers must be performed by some one; and that 
there is, im very many cases, economy of distribution in 
letting these specialists do this work, particularly so in 
marketing staple products which consumers buy fre- 
quently and in small quantities. If, however, the costs 
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of distribution can be lowered by direct selling, this 
should be done. Let us remember that— 
A fundamental competitive tendency in all business 
practice is toward lower costs of distribution, as 
well as of production. 

This important matter of efficient, low-cost. marketing 
will be taken up again in relation to advertising in 
Executive Manual 25. 

We have also seen that sales management practice 
involves decisions on the kind of selling activities that 
shall be used, also the relative extent to which each kind 
of activity shall be used as a means of securing the best 
sales volume. These activities may have either direct 
or indirect sales-making value. Efficient general sales 
management is interested in all activities that have indi- 
rect influence on sales, such as good-will building general 
correspondence with customers, as well as in all direct sell- 
ing activities, such as good work on the part of salesmen. 

Selling sense and the sales viewpoint are generally 
recognized as desirable in application to the handling of 
every job in every department of a business. The develop- 
ment of selling sense thruout the organization is, logically, 
a responsibility of general sales management. If the 
worker in the business—whoever he is and whatever his 
job happens to be—has the sales viewpoint, the quality 
of his work will reflect real interest in good service to 
customers. 


Co-ordination of All Selling Activities. General sales 
management seeks effective co-ordination of all selling 
activities. If national advertising is used to cover the 
consumer market broadly, management seeks broad dis- 
tribution with a view toward taking fullest advantage’ of 
the advertising. It gets from, and gives to, all its dis- 
tributors practical. co-operation in the resale of its 
products. In many cases, this work of stimulating good 
co-operative merchandising practice on the part of dis- 
tributors is centered in a sales promotion department. 
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This department also has the responsibility of establish- 
ing written and printed ‘contacts with customers and 
prospects, designed to supplement the work of the men 
on the road. 

In general, co-ordination (or the working together 

as a team) of all direct and indirect selling activi- 

ties is one of the most vital responsibilities of gen- 

eral sales management. 

This function is usually assigned to a general sales 
manager, who supervises the management of all forms 
of advertising and selling activities in the business. 

Effective co-ordination of selling and advertising is 
achieved to best advantage when they are recognized as 
team mates working to gain the same end—the desired 
sales volume at low cost. Each form of selling must be 
employed to the fullest extent of its capacity to help in 
gaining this end in co-operation with other forms of 
selling. 

Any unwarranted inclination to favor one form of 
selling, or any lack of confidence in any form of selling, 
which may arise from lack of knowledge or experience 
with that form, on the part of any executive in the busi- 
ness, must not be allowed to influence general sales man- 
agement. There must be balanced co-ordination and 
effective co-operation of all selling activities employed in 
attaining the best sales volume at low cost. Advertising 
men must know what salesmen can do; and salesmen 
and managers of salesmen must know what advertising 
can do. 


THE WORK OF THE MANAGER OF SALESMEN 

While we have, in many parts of our study of sales 
management, given considerable attention to the sales 
_ problem as a whole, as directed by general sales manage- 
ment, we have also given much attention to the big job 
of efficiently managing a force of salesmen in the field; 
and we have studied the fundamental principles involved 
in the practice of successful salesmanship. 
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The efficient manager of salesmen is constantly 
building up his organization as a better means of 
securing more and better sales at low cost. 

He does this most effectively by dealing with all his 
men as individuals. Each man is handled as an indi- 
vidual rather than as part of a group. In practice, the 
principle of “collective” sales management does not work 
nearly as well as the principle of “individual” sales man- 
agement wherein each salesman feels and knows that he 
is being treated as an individual and not as a cog in a 
“selling machine.” For sales management aims to de- 
velop the individual salesman’s initiative. 

Furthermore, salesmen naturally like to have the per- 
sonal and individual attention of management. They 
are in personal contact with individual customers and 
prospects, dealing with a special set of conditions in each 
case; and they like to feel that they are being dealt with 
by management in this same manner. 

Persona! individual relations with their manager are 
the kind of relations that salesmen respond to most 
readily. 

An efficient sales manager, therefore, knows each sales- 
man and takes a personal and individual interest in him. 


The foregoing point needs to be strongly emphasized, 
for there is a natural inclination for a sales manager to 
look upon his salesmen as a group and to apply group 
methods too freely in handling them. This is true 
especially in handling a large sales organization. But— 

The larger the sales force is, the greater and more 
determined should be the effort to retain individual 
personal relationship between sales management and 
salesmen. 

The larger the organization is, the greater is the tend- 
ency toward “machine” methods of sales management. 
This requires, in large sales organizations, that the work 
of personal attention to individual salesmen be delegated 
to special supervisors. At the same time, it pays to let 
each salesman know that the “big chief” of the sales 
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department has a real personal interest in his work. The 
sales manager can well afford to take time to become 
personally well acquainted with every man on his force. 


Building Up and Directing the Sales Force. In filling 
in vacancies and in adding more men to the sales force, 
the matter of selecting the right kind of man—the kind 
of man who meets the specifications of fundamental 
qualities requisite to success—is a problem of such great 
importance that every sales manager, no matter how 
large his selling force may be, can well afford to look 
upon it as worthy of his personal attention. This is true 
also of the methods used in training his new men; and it 
is true of all methods used in handling all his men, in- 
cluding his problem of keeping them doing their best all 
the time—and doing better and better work right along, 
for there is no end to improvement in salesmanship 
practice. 


The efficient sales manager also understands the im- 
portant part played by compensation in securing the best 
efforts of his men in their work. His plan of compen- 
sation provides for letting each man feel confident that 
he is “writing his own pay check” by the results he is 
able to get—and that he is treated the same as all other 
men on the force with respect to both the amount of 
compensation he gets in relation to his sales and his 
opportunity for increasing his sales; in other words, that 
he receives fair and impartial treatment. 

Absolute fairness to all alike is one of the most 
essential requirements in managing salesmen—and 
all other men. 

The efficient sales manager recognizes the fact that 
there are other-than-money forms of compensation which 
are also strong incentives to good work. Recognition of 
good work, when merited, is one of them. The genuine 
friendship of management is another. Self-respect— 
which may come, in part, from pride in the history of his 
house, as in the Yale & Towne case—is another. Still 
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another is the use of competitive contests in. order to 
satisfy the salesman’s desire for good team work and his 
natural inclination to look upon his work as a game. 

Good team work is fostered, in part, by meetings of 
salesmen and sales conventions. It may also be directly 
promoted by a group-bonus compensation plan, as when 
crews or territorial units of salesmen are paid a bonus on 
the basis of group or territorial sales. 


QUALIFICATIONS FOR THE WORK OF SALES MANAGEMENT 

Certainly the work of sales management calls for 
broad and deep vision, sound judgment, and all the 
strategy of good generalship. It positively requires a 
man of strict integrity and of ability to command the 
unquestioned confidence of his salesmen in his fairness 
to all alike. One of the most destructive elements that 
could exist in handling a force of salesmen is the feeling 
or knowledge on the part of some of the men that others 
are being given preferential advantages of one kind or 
another—unless it is plain that these advantages have 
been earned and that the same advantages are open to 
all who can earn them, with equal opportunity to earn 
them. 

If ingrained honesty is a characteristic of good sales- 
manship, it is even a more vital characteristic of good 
sales management. This characteristic (common hon- 
esty) in a sales manager is the only safe basis for assur- 
ance that his administration of sales will be fair to all 
concerned, with impartial appraisal of the value of every 
available means of sales promotion at low cost and with 
the attitude and the will to get co-operation from, and 
to give it to, every other department of the business. 

The sales manager must possess, in addition to a 
character that inspires confidence in his fairness, a 


degree of intelligence that fully commands the 
respect of the more intelligent of the salesmen that 


he directs. 
He must have highly developed selling sense, composed 
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largely of ability to see and understand the viewpoints 
of others. This is a basic characteristic of all salesmen 
who would really succeed in shaping the viewpoints of 
others toward acceptance of their proposition. The sales- 
manship of sales management is directed largely toward 
the “sale” of ideas to salesmen; and this is the highest 
form of salesmanship. It must be backed up by thoro 
knowledge of the market. 

While the sales manager views his market broadly as 
a whole and is primarily interested in results as a whole, 
yet he realizes that these total results are determined by 
the work of each salesman. He does not let his broader 
view of the market blind him to the importance of the 
work of each individual salesman on his force at work in 
each part of the market. 

The efficient sales manager knows his products in rela- 
tion to all parts of his market; and he is particularly 
interested in why consumers buy his products. He real- 
izes that his great fundamental problem is that of keep- 
ing down the cost of selling and distributing his firm’s 
output all the way to the ultimate consumers of that 
output, no matter how long or circuitous the route may 
happen to be. 

In a nutshell, the job of sales management is to get the 
best volume of complete sales—on into the hands of con- 
sumers if the product or service is sold thru distributors 
—at the least cost of distribution. 


* * * * * 


The following check-up on principles will cover appli- 
cation of all the more essential principles of sales man- 
agement and salesmanship that were presented in Execu- 
tive Manuals 17 to 24, inclusive. Thus, this check-up 
(also Problem 24) is a survey of the third major section 
of his complete plan of training for executive work. 

Give special attention, therefore, to the following 
check-up and to Problem 24. Then you will be thoroly 
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prepared for getting the fullest value out of Executive 
Manuals 25 to 32 on Advertising and Marketing, the 
fourth major division of this plan. 

Every man, whatever his line of business or the kind 
of work he does, finds many opportunites for personal 
satisfaction and profit in his knowledge of the principles 
that underlie successful advertising practice. These prin- 
ciples are fully presented, illustrated, and explained in 
the following major group of eight executive manuals. 


CHECK-UP ON PRINCIPLES 


Use this review check-up to get the principles of this and the 
seven preceding manuals firmly fixed in mind. This will help you 
to handle the problem which follows. This check-up is entirely for 
your own personal use, so you need not send it in to the University. 


1. Is it necessary for a man intending to open a 
grocery store in a thickly populated neighborhood first 
to analyze his market? 


2. The manager of a new company manufacturing 
an improved washing compound outlined a sales plan 
which involved a large expenditure for advertising and 
a comparatively small outlay for salesmen’s salaries and 
expenses. Would it be unnecessary in this case to deter- 
mine first the relative effectiveness of advertising and of 
personal salesmanship as a means of developing the 
market? 


3. The maker and patentee of a specially designed 
can opener, having failed to interest jobbers when he 
first tried to put his product on the market, succeeded 
in gaining distribution thru a number of progressive 
retail dealers in a fair-sized territory. These retailers 
found that the convenience of the article appealed to 
housewives, despite the higher price asked, and that 
satisfied buyers quickly advertised its merits. The 
manufacturer’s cost of distribution were so high, how- 
ever, that he was despairing of the future when a friend 
suggested canvassing the jobbers again. Is it likely that 
he would have success now where he had failed before? 


4. A certain clothing manufacturer makes only high- 
gerade clothes of exceptional wearing qualities. He dis- 
tributes his output thru dealers, who sell them to the 
public at a fair but not exorbitant pricé on the appeal, 


“Tt pays in the long run to buy good clothes.” The 


manufacturer insists that his salesmen establish con- 
nections with strong merchants who are good business 
men. 

Is.this because he feels that a product of high quality 
can best be merchandised thru retailers of recognized 
high standing in their communities? 

Is it because he doesn’t want his clothing featured in 
cheap sales of dealers who “get caught with surplus 
stocks”? 


Check ~ 
Yes| No 


rr 
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5. It is said that a large part of the shoe polish 
manufactured is purchased to replace that which dries 
up because the lids are not put back on the containers. 
Will it be “good business” for a manufacturer to intro- 
duce a container which closes automatically so as to 
keep the polish in good condition until it is all used? 


Chec 


k 


Yes 


No 


6. If a manufacturer uses the above device, will the 
idea “sell’’ better in the dealer market than in the con- 
sumer market? 


7. Two salesmen at the same counter happened to 
be selling gloves to two truck drivers. “Here’s a glove 
that will wear like iron—and feel how it’s made on the 
inside to keep your hand warm,” said Salesman A. “I 
want you to notice this glove,” said Salesman B, “I have 
found it very serviceable.” Did Salesman A use better 
salesmanship in this case? 


&. The new sales manager of an Eastern shoe manu- 
facturer was writing letters to his salesmen on the road. 
“You haven’t brought me the figures on Worthington’s 
selling costs,” he said to his secretary. ‘No, I didn’t 
think you would want them,” said his secretary, “Mr. 
Worthington has been with the house fifteen years and 
his sales volume always runs high.” Is this explanation 
sufficient ? 


9. A jobber dealing in paper specialties was paying 
Ross, his star salesman, a higher commission than any 
of his competitors were paying their salesmen. “The 
Fletcher people would like mighty well to have Ross,” 
said the jobber, mentioning a competing firm, “but he’s 
making more money with me than he could reasonably 
expect to make with them, so there’s no danger of my 
losing him.” Do you agree with the jobber? 


10. The manufacturer of a new breakfast cereal con- 
sulted an advertising agency concerning the most profita- 
‘ble way to put his product on the market. “I ought to 
have national distribution,” he said, “because I have a 
product that makes a broad appeal to all classes every- 
where.” Would you, in the place of the advertising 
agency, outline a nation-wide campaign for him? 


11. Does a large sales force need more close personal 
supervision from the sales manager than does a small 


force? 


x4 
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Executive Problem 24 
A COMPLETE SALES PLAN 


Dealing With All Phases of Sales 
Management 
UnverR THE LASALLE ProptemM MertHop 


HE execution of a complete sales plan re- 

quires first the faculty of seeing each sales 
activity in its relation to all other sales activi- 
ties. Next it requires unusual abilities of co- 
ordination—getting each sales activity working 
harmoniously with all the others. The problem 
which follows is in the real sense a confidence 
builder. It tests your powers of co-ordination 
and at the same time develops them. 


Prepared by the Research and Consultation 
Staff of LaSalle Extension University from an 
interesting problem which it has carefully ° in- 
vestigated and analyzed. “ 


Executive Problem 24 
A COMPLETE SALES PLAN 


Your study of sales management has given you a broad 
understanding that qualifies you to analyze a situation 
and apply principles correctly in building a complete 
sales plan that will be fundamentally sound and workable. 

The Acme Electrical Supply Company, of Newark, 
N. J., a jobber of electrical supplies and specialties, has 
a sales problem that requires careful, thoro analysis and 
the application of sound principles of sales management. 
In your study of the facts, you will have the opportunity 
of determining why certain policies are unsuccessful and 
of presenting a practical plan which will serve to increase 
the company’s profits. 

The Acme Electrical Supply Company sells its products 
thru traveling salesmen to retail dealers in New Jersey 
and the nearer sections of Pennsylvania, New York, 
Connecticut, and Massachusetts. It is capitalized at 
$200,000. ‘It experiences keen competition from ‘smaller 
electrical jobbers and from several larger firms, some of 
which have national distribution. — 

Profits during the last four years have been very disap- 
pointing, and as a consequence no dividends haye been 
paid. Prices in the lines handled by the company are well 
maintained in spite of competition, and the management 
feels that neither competitive practice nor the size of the 
company offers a suitable reason for lack of satisfactory 


profits. 


4] 
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WHAT AN ELECTRICAL JOBBER SELLS 


An electrical jobbing house does not, as a rule, sell its goods 
under its own brand names. The Acme company has a few items, 
suchas friction tape, which carry the Acme brand, but it makes 
by far the largest part of its sales on standard goods bearing the 
manufacturers’ trade marks and guaranties. An electrical dealer 
can buy the same goods at the same prices from any other jobber. 
It is clear, therefore, that a jobber cannot depend on the quality of 
the goods he sells for his chief sales appeal. All his competitors sell 
the same goods. 

The jobber in this line sells service rather than goods. He is a 
real factor in helping dealers to maintain an adequate assortment 
of goods, to replenish their stocks frequently and quickly, and to 
finance their stock purchases. For the jobber not only puts his 
extensive stocks at a dealer’s disposal but also extends credit and 
thus sells him a certain credit service. To emphasize the point that 
the jobber sells service rather than goods, it is only necessary to 
recognize one of the modern developments of the electrical-supply 
business—the small-quantity buying of the ordinary retail dealer. 
Instead of placing fairly large orders and carrying large stocks of 
goods, the dealer is depending more and more upon frequent order- 
ing from jobbers. This practice is increasing the importance of the 
time and cost elements in the jobber’s shipments to dealers. There 
is, moreover, a growing need for the jobber to carry more extensive 
inventories to supply efficiently the frequent replacement orders of 
dealers. 


An important part of the service which an electrical jobber sells 
is information. Since the jobber is in close touch with manufac- 
turers, his salesmen are expected to be experts in their field, and 
they are relied upon by dealers for the latest information about the 
lines they sell. 


This survey of the electrical jobber’s work will help you in 
studying and analyzing the Acme company’s problem, and in 
determining how well the company is functioning in selling its real 
product—its service. 


METHOD OF COVERING TERRITORY 


The company chose its present sales territory under the impres- 
sion that it would require that much territory to yield a big enough 
sales volume to produce the desired profits. In consequence, its 
salesmen are able only to skim over the territory. This lack of 
intensified selling lowers the company’s sales, since a jobbing house 
cannot give retail dealers quick, complete service if its salesmen’s 
visits are few and far between. 
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The salesmen have had to hurry over their territories, making 
long jumps, seeing only one or a few dealers in a towa, stopping 
at expensive hotels, and spending too much time on trains. Thus 
the traveling costs in those parts of the field at some distance from 
the home office have been high. 

Most of the salesmen have been of the “backslapping,” “hail 
fellow” type, who have depended on making friendly contacts and 
meeting competitor’s prices to get orders. Dealers who can be sold 
in this manner are frequently not the best customers. A successful 
merchandiser buys intelligently, and not because he dislikes to turn 
down a friendly salesman.. Easy buyers of the type generally sold 
by many of the Acme salesmen are inclined to overstock on many 
items, and thus impair their credit standing. 

As a matter of fact, electrical dealers are quite generally electrical 
contractors who maintain small retail stores. They are good work- 
men rather than good business men. Quite apparently, this is a 
condition that should be changed. Sales of electrical goods are 
fast growing in volume, and are creating a demand for retailers who 
understand both electricity and good merchandising. 

It is hardly surprising, then, to find that the company has allowed 
many accounts-receivable of long standing to accumulate. Forty 
per cent of these unsatisfactory accounts are uncollectible, and the 
expense involved in collecting some of the remaining 60 per cent 
would make collection impractical. Many of its dealers, being con- 
tractors primarily and dealers incidentally, have not learned how to 
go after the retail electrical business in their communities. 

Owing to the heavy traveling expense as a result of covering the 
present extended territory, a salesman’s trip can be made profitable 
only if he secures a large volume of business. In the attempt to 
get this volume, the company has found itself yielding to the temp- 
tation to overextend its credit, to sell to dealers whose credit is not 
the best. Moreover, the farther these dealers are from the home 
office, the harder they are to control in the matter of payments. 

Delivery service is also a troublesome factor in those parts of 


the territory farthest away from the home office. In Massachusetts, - 


Connecticut, New York, Pennsylvania, and southern New Jersey, 
the company is unable to make quick deliveries because of the 


distances the goods have to travel. 


COMPETITION 
Thruout the Acme’s territory as a whole there are about fifty 
jobbing houses that compete with it. Since many of these houses 
are located nearer to certain territories than is the Acme, they can 
serve these territories better. Hence they are likely to get the busi- 


a 
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ness there in preference to the Acme. This strong competition has 
tended to make Acme sales hard to obtain and costly. 


The unfavorable marketing conditions just mentioned do not 
hold for the Acme company in the territory within a radius of about 
twenty miles from the company’s plant. The city of Newark is 
rather centrally situated for serving the northern half of the state 
of New Jersey. The region is thickly populated; the towns are all 
within a short distance of the plant. Salesmen can reach these towns 
quickly and easily by trolley or.auto, and can usually get back to 
their own homes every night. 

There are a number of electrical jobbing concerns competing for 
business in northern New Jersey, but the Acme company can offer 
better and quicker service because its headquarters are located in 
this section of the state. A considerable quantity of electrical goods 
is distributed here, but the company does only a small part of the 
business. It has never attempted to offer this section any better 
service than it offers more distant territories. 


SUMMARY 


A summary of the Acme company’s problems will enable you to 
get a clear picture of the situation and determine the line of 
thought to be taken in working out a satisfactory sales plan. 


Size of Territory. Either the territory is too large or the sales 
force is too small, for at present the salesmen are unable to give 
the territory the service it demands of them. They should see 
dealers more frequently, be content with smaller orders each visit, 
and be able to deliver goods quickly. 


Territory Inequality. While the territory immediately around 
the plant can be worked cheaply, the territory at a distance is costly 
to work. This costliness is due to— 

1. Railroad and hotel costs. 


2. Fewer dealers seen each day (periods too long between cus- 
tomers). 

3. Competition. Competing jobbers located nearer some sections 
of the territory can offer greater advantages than can the 
Acme. This makes business harder to procure. 


Basis of Sales. Many of the salesmen are securing orders from 
weak buyers thru friendliness and good fellowship instead of selling 
on a sound business basis. 


Tendency to Overextend Credit. In order to make a profit and 
still pay high traveling and selling costs in this extended territory, 
there is a tendency to take on new dealers with a weak credit rating 
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in order to get a larger volume of sales. Since these dealers are at a 
distance from the plant, the company cannot sufficiently influence 
their payments. 


Poor Merchandising Ability of Dealers. Many electrical goods 
dealers have not yet learned how to build up a good, profitable 
retail business in electrical goods. The principle of the complete 
sale is being interfered with, because the electrical dealers are not, 
as a rule, efficient merchandisers. Thus there are obstacles in the 
path of smooth distribution to consumers. Furthermore, if the 
dealers would learn to merchandise efficiently, a large part of the 
credit and collection problem would be solved. 

The manager of sales is confronted with the problem of how 
best to work the company’s most profitable market. Here are 
some of the important factors which must be definitely determined 
in working out a complete sales plan: 

Best method of appeal to buyers. 

Extent of market. 

Most efficient way of reaching the market. 
Policy toward customers. 

Training of salesmen. 

Directing of salesmen. 

Extent of sales-promotion activities. 

. Possibility of reducing selling costs. 

io the inclosed working papers you have the opportunity of 
reviewing the whole situation and applying principles of sales man- 
agement which will enable the Acme Company to gain more efficient 
distribution of its electrical goods, 


ONAAR ODE 


SELLING COST APPENDIX 


How to DreterMINE SELLING Costs 
E can best understand this whole problem of determining sell- 
ing costs by actually working out the selling costs in the case 
of a manufacturing company that sells two products, which we will 
call A and B. This company employs ten salesmen. Four of them 
sell only Product A in four different territories, four of them sell only 
Product B in the same four territories, while the remaining two 
sell both Products A and B in two other territories. We thus have: 
1. Four territories, each of which has one salesman selling 
Product A. 
2. The same four territories, each of which has one salesman 
selling Product B. 
3. Two territories, not the same as the above, in each of 
which one salesman sells both products. 
Our problem is to determine the selling costs of Products A and B 
in each of the first four territories, and the selling costs of Products 
A and B in each of the last two territories. 


Determining Selling Costs from Past Records. The solution of 
this problem requires a thoro analysis of the accounting records for a 
normal year’s business in order to determine, first, the manufacturing 
cost per unit of product so as to arrive at the gross profit per unit of 
product; and then the selling cost per unit of product before one can 
determine the net profit per unit of product sold. 

Manufacturing costs per unit of product are found by combining 
the direct costs of manufacturing—that is, cost of labor and material 
that enter directly in manufacturing operations—and factory over- 
head expense. Selling costs per unit of product are found by com- 
bining direct selling costs (salesmen’s salaries, commissions, traveling 
expenses, etc.) and the overhead expenses of selling. Starting with 
round figures for the sake of simplicity, we find that the accounting 
records give us the following facts: 
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Schedule I 


Ssowi1ne Net PrRorits 
Sales for the year of both products in all six territor- 


IGE sec hbo ee eens ee $1,000,000.00 
From these total sales we deduct— 
Manufacturing @osts. .2 5 «si sc) ares rete artes 800,000.00 


(This includes factory overhead expense) 
This leaves us a 
Gross*Profitofic 2. os f.8 Se et oe en ie ee 200,000.00 
To find the net profit we deduct from this gross 
profit— 
Selling and Administrative Expenses............. 98,000.00 


(Selling Expenses include selling overhead ex- 
pense) 

Selling Expenses were............. $60,000.00 

Administrative Expenses were..... 38,000.00 


EDO talk rie een wen ee $98,000.00 
Deducting Selling and Administrative Expenses 
we get a— 
Profit from Operations for the year of............ $ 102,000.00 
As interest paid out on loans during the year is 
purely a general financing expense (i.e., neither a 
charge against manufacturing or selling), we shall 
now deduct— 
Interest On TiOais) ce. < ces celarn 4.0 sie erinem nee ee 2,000.00 


This leaves us a 
Net RrOftiol Ie tre scpaeiaacct 5 ests ant ae ee eee $ 100,000.00 
The $2,000.00 interest on loans, being purely a financial expense, 
benefited the various activities in proportion to the total costs of 
these activities. These total costs are: 


Schedule II 


SHowine Tota Costs 


Manufacturing Costs of Sales. 2... meee $800,000.00 
Selling Mixpenses:. ..« . sui. anne « chaelaei ereiCneen eee 60,000.00 
Administrative Expenses..............0...000cees 38,000.00 

otal Casts: s.: <c254 sc hoe eee $898,000.00 


(“Manufacturing Costs of Sales” represents the total costs of 
manufacturing the goods that have been sold during the period 
covered in this case.) 
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Thus the $2,000.00 interest expense is applied as follows: 


800 ; 
aan” Manufacturing Costs of Sales. 


60 : 
gos °° Selling Expense. 


38 
308 to Administrative Expense. 


Thus $1,781.74 is added to Manufacturing Costs of Sales, $133.63 
is added to Selling Expense, and $84.63 to Administrative Expense. 
After making these additions, our three items stand as follows: 


Schedule ITI 
SHOWING DISTRIBUTION OF INTEREST CHARGES 


Manufacturing Costs of Sales..................005 $801,781.74 
SELVA J DS OSS IS oe a CE cra re 60,133.63 
IMOTOINISHATV.e PIXPCNSES.. 4-0. 2. cscethe sees sewn es 38,084.63 

A OVALE OSU ert oa ce re SPAIN eos orang emcee $900,000.00 


Distributing Administrative Expenses. Now a manufacturer per- 
forms two prime functions: (a) production, and (b) marketing. All 
activities, be they purely administrative, financial, or accounting, are 
for the purpose either of producing the commodities or of marketing 
them. Therefore, Administrative Expenses must be distributed to 
costs of (a) production, and (b) marketing. This requires analysis 
of the Administrative Expenses, as follows: 


Schedule IV 
ANALYZING ADMINISTRATIVE EXPENSE 
Salary of President (who is also General Manager)..... $12,000.00 
Siciia Va MUL CARUT CL ays xe aioneidines pleaser oles, sini ohn) 3 4 «6 6,000.00 


Salary of Comptroller (in charge of all Accounting).... 5,000.00 
Salaries of accountants and bookkeepers........... 6,000.00 
Salaries of Credit Manager and assistant............ 6,000.00 
GreneniliOiice, LAPENSES cea ised oe ne he secs eens 3,000.00 
$38,000.00 

Interest on Loans added (explained above).......... 84.68 
ee Wintec cietioy otic Aa Gk css $38,084.63 


The next step is to find out how these administrative expense items 
- in Schedule IV should be distributed between production and mar- 
keting respectively. In this case, the president gives one-half of his 
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time to production and one-half to marketing. The treasurer gives 
one-third of his time to pure financing, another third to accounting, 
and the other third to credits and collections. 


We will now allocate one-half of the president’s salary to pro- 
duction costs and the other half to marketing costs; also, one-third 
of the treasurer’s salary to accounting expense (for convenience, 
adding it to the comptroller’s salary), and another third to the 
expenses of the credit department; while the remaining third (for 
pure financing) becomes Financing Expense which, along with Inter- 
est on Loans, will later be prorated among the other items in the 
following schedule: 


Schedule V 
DISTRIBUTING ADMINISTRATIVE EXPENSE 

Production Costs (One-half gen. mgr. salary)........ $ 6,000.00 
Marketing Costs (One-half gen. mgr. salary)........ 6,000.00 
Salary of Comptroller and $2,000 of Treasurer’s salary. 7,000.00 
Salaries of accountants and bookkeepers............ 6,000.00 

Salaries of Credit Manager’s department and $2,000 of 
(Ereasurer’s\salaryrenn sas Gicinteacirat eee 8,000.00 
General (Office Eixpensesiy cn. a.a aero seke mie eete 3,000.00 
$36,000.00 
Financing Expenses ($2,000 of Treasurer’s salary).... 2,000.00 
Interest. on duoansis ictus. ocak. sitarcp teins eee 84.63 
$38,084.63 


Now, as credits and collections are not part of the production 
procedure, the credit manager’s salary and $2,000 of the treasurer’s 
salary are allocated to marketing. Also, the $3,000 of general office 
expense are purely marketing expenses. But the $5,000 salary of 
the comptroller plus $2,000 of the treasurer’s salary ($7,000) is 
partly production and partly marketing expense, because it -is used 
in administering both cost accounting in the factory and general 
accounting in the office. 


The division of this $7,000 item is made on the basis of salaries 
paid to accountants employed on general accounts ($6,000) and the 
expenses of cost accounting in the factory, which, in this case, are 
$8,000, and are part of the $800,000 of direct manufacturing cost in 
Schedule I. On this basis the $7,000 of accounting supervision costs 
are charged on a ratio of 4 to 3 (or $8,000 to $6,000), as follows: 


Production, Costs acs oot ere che c. ee $4,000.00 
Marketing iCostsimi.c sic acne creas cnclora ae ene ee 3,000.00 
Bo eee eR RE Se $7,000.00 


ne 
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We are now able to show all Administrative Expenses, except the 
Financing Expense and Interest ($2,084.63), as either Production 
Costs or Marketing Costs, as follows: 


Schedule VI 
CLAssiryING ADMINISTRATIVE EXPENSE 
Production Marketing 
Items Costs Costs Total 
Salary of President........ $ 6,000.00 $ 6,000.00 $12,000.00 
Salary of Comptroller and 
portion of Treasurer’s sal- 
EN io o> Betty Oe SOR eee 4,000.00 3,000.00 7,000.00 
Salaries of accountants and 
bookkeepers (general ac- 
COUMUS) eeareva toys tne sok 6,000.00 6,000.00 
Salaries of Credit Manager’s 
department and portion of 
Treasurer’s salary........ 8,000.00 8,000.00 
General Office Expense..... 3,000.00 3,000.00 


$10,000.00 $26,000.00 $36,000.00 


Financial Expenses (Portion of Treasurer’s salary and 
interest on Loans not yet prorated) .............. 2,084.63 


“UMA ta, BN Ce eae $38,084.63 


We will now prepare a new profit and loss statement as follows: 


Schedule VII 
A STATEMENT OF PROFIT AND Loss 


Salesi(Of all COMMOMIUIES) ssc ete es ce es dee es $1,000,000.00 
Deduct—Production Costs 
Rromischedule TID... 0. fc. 6500. $801,781.74 
BrommschedUle Vit ccm c.c ce ws aes 10,000.00 811,781.74 
(Civogcs IESE 6 a cdgaced Bib aio or CRORE eRe EEE Cn ee $188,218.26 


Deduct—Marketing Costs 
From Schedule III (Selling Ex- 


MIGLISES) Pratt teria sfaitel> cieusls, 4,"ys0e« $ 60,133.63 
Brom Schedule V1. ..s0s. 2.00.0. 26,000.00 86,133.63 
MN GHleH VCORE Mn A titoe le kpacMa eas cleteus snes odie we $ 102,084.63 
From which we deduct— 
Javbavageverteil CUOERIS. cro cokes Oc CRE CROC Or RCEER ER ORR CC 2,084.63 


INI: TAROT, o's Goo GD ONO OCIA N eC nee Oa $ 100,000.00 
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or 
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We can now prorate the financial expense ($2,084.63) to Produc- 
tion Costs and to Marketing Costs on the basis of the total Produc- 
tion and total Marketing Costs, as shown in Schedule VII. There we 
see that Production Costs are $811,781.74 and Marketing Costs are 
$86,133.63. Therefore, we shall add $1,884.66 to Production Costs 
and $199.97 to Marketing Costs. This finally gives us: 


Total Production Costs 1).,.....-0nie oe anes $813,666.40 
TPotaleMarketing, Costs so .cmrrq-eclattranrs cee 86,333.60 
TPotaleAlle COBtSH sits, s tse tee eet eat lst stave eet een $900,000.00 


We can now summarize all the items of Marketing Costs as 
follows: 


Schedule VIII 
ANALYTICAL SUMMARY OF MARKETING Costs 


Selling Expense (Schedule T).....................- $60,000.00 
Interest on Loans added (Schedule III)............. 133.63 
Salary of President (Schedule VI).................. 6,000.00 
Salary of Comptroller and portion of Treasurer’s salary 

(Sched wley WD). cbc. sure tovcravensntaes See ye eee 3,000.00 


Salaries of accountants and bookkeepers (Schedule VI) 6,000.00 
Salaries of Credit Manager’s dept. and portion of 


Treasurer’s salary (Schedule VI)............. 8,000.00 
‘General iOffice’Expense--.-25-c0 oe eae eee ee 3,000.00 
Binancia, Hix pense s save «ie sre eicie evee ear 199.97 

SRG Geils arceccucso ton. hs tetas et cacao $86,333.60 


Selling Expenses ($60,000) consist of the cost of direct selling 
activities, in round figures, as follows: 


Schedule [IX 
SHow1ne Direct SELLING EXPENSE 


Sales Manager’s:salaty< .... .. sca anes atone $10,000.00 
Assistant to Sales Mamager.............0cccecervee 5,000.00 
Salesmen’s salaries ($3,000 each). ..............-- 30,000.00 
DALESIMEN’S: OXPENSES:,..5. 0.6 atv ase tec a vues era aene eS 12,000.00 
Advertising (Catalogs); <i, c.cssm. aceon nee 3,000.00 

$60,000.00 


The $26,333.60 excess over this $60,000 of direct selling expenses, 
as shown in Schedule VIII, clearly represents overhead expense of 
marketing. The Sales Manager’s salary ($10,000), the salary of his 
assistant ($5,000), and Advertising ($3,000), are also considered as 
overhead marketing expense. Thus we have a total Marketing Over- 
head Expense of $44,333.60. And we now have the total marketing 
cost ($86,333.60) divided as follows: 


. os 
ae = 
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Schedule X 
Drvipine Toran Marxetine Cost 
Direct Marketing Costs (Salaries and Expenses of 


RSuillesiei ae ow ae os oes RO en eee $42,000.00 
Marketing Overhead Expense................... .. 44,333.60 
fotal Marketing Costs. vo. 6 ecw s ae $86,333.60 


TERRITORIAL DistRIBUTION OF Marxetine Costs 
Having found the total marketing cost, its territorial distribution 
is fairly simple. 
Again using round figures for convenience, the territorial salaries 
and expenses are as follows: 


Schedule XI 
GivinG TERRITORIAL SALARIES AND EXPENSES 


Territories 1 2 3 4 Total 
Salesmen’s salaries selling Prod- 
IGEN ac aes. 3 Sa Ree ee $3,000 $3,000 $3,000 $3,000 $12,000 
Salesmen’s salaries selling Prod- 
i tA 3,000 3,000 3,000 3,000 12,000 
Salesmen’s expenses........... 2,000 2,100 1,800 2,100 8,000 
; $8,000 $8,100 $7,800 $8,100 $32,000 
Territories 5 6 Total 
Salesmen’s salaries selling Products A 
A500 1B, <atted RON DRTC agale eR ee $3,000 $3,000 $ 6,000 
Salesmen’s expenses (assumed)........ 2,200 1,800 4,000 


$5,200 $4,800 $10,000 


The sales manager and his assistant give their time principally to 
supervision of the work of their ten salesmen; therefore sales manage- 
ment expense (salaries of Sales Manager and assistant—$15,000) is 
fairly distributed on the basis of the number of salesmen working in 
each territory, as follows: 


Schedule XII 
DISTRIBUTING SALES MANAGEMENT EXPENSE 


Territories 
Hela CeGALESIICH sun galyaleutiviie snicry 6 doaw ei aids tee ore wore $ 3,000 
De ORMICSIICIN) k aeetatcns Mubial aQepmed.n Han F ise Bae tes 3,000 
$5 (CE Gy SEM SS I 0123 0) EOS Sere a 3,000 
EE a TAOLESISNCTAN ey pagel eucl Sars ieacictisie sa «tp oven ess sive ee 3,000 
= (CONANS Beil tera ch 0) eee ee eo eR 1,500 
GMO Oncalesinighi edad ce feaaiiic Mew arsdyhew ea cee ee ee 1,500 
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Advertising expense ($3,000, for catalogs in this case) is dis- 
tributed according to the number of catalogs mailed into each 
territory, as follows: 

Schedule XIII 
DistTRIBUTING ADVERTISING EXPENSE 


Territories Number mailed Cost 
1 500 $ 500.00 
2 200 200.00 
3 600 600.00 
4 800 800.00 
5 400 400.00 
6 500 500.00 
Total 3,000 $3,000.00 


Sales management and advertising are both direct aids to selling. 
Therefore, we add these two expense items to the direct selling costs 
in order to provide a basis for territorial distribution of the adminis- 
trative selling expenses ($26,333.60) as shown in Schedule VIII. We 
do this as follows: 


Schedule XIV 
DISTRIBUTING DirEcT SELLING EXPENSE 


Direct Sales Adver- 

Terri- Selling Management tising 

tories Costs Costs Costs Total 
1 $ 8,000 $ 3,000 $ 500 $11,500 
2 8,100 3,000 200 11,300 
3 7,800 3,000 600 11,400 
4 8,100 3,000 600 11,400 
5 5,200 1,500 400 7,100 
6 4,800 1,500 500 6,800 


$42,000 $15,000 $ 3,000 $60,000 


Then the distribution of administrative selling expenses ($26,333.60), 
on the basis of the above total territorial costs, is as follows: 
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Schedule XV 
SHowine Torat TERRITORIAL Costs 


Distribution of | Total Territor- 
Administrative ial Marketing 


Territories Selling Expenses Costs 

1 (For $11,500.00) $ 5,047.28 $16,547.28 
2 (For 11,300.00) 4,959.50 16,259.50 
3 (For 11,400.00) 5,003.39 16,403.39 
4 (For 11,900.00) 5,222.83 17,122.83 
5 (For 7,100.00) 3,116.13 10,216.13 
6 (For 6,800.00) 2,984.47 9,784.47 

$60,000.00 $26,333.60 $86,333.60 


DETERMINING TERRITORIAL Cost oF SELLING Per DoLuar or SALES 

4 Next, in order to determine cost per dollar of sales in each terri- 
tory, it is necessary to get from the general accounts a record of 
total sales in each territory for each product. Again using round 
figures, the records show the following distribution of total sales by 
territories and products: 


Schedule XVI 
SALES By TERRITORIES 


Sales of Sales of 
Territories Product A Product B Totals 
1 $110,000.00 $ 90,000.00 $ 200,000.00 
2 70,000.00 80,000.00 150,000.00 
3 100,000.00 80,000.00 180,000.00 
4 70,000.00 100,000.00 170,000.00 
5 90,000.00 70,000.00 160,000.00 
6 80,000.00 60,000.00 140,000.00 


$520,000.00 $480,000.00 $1,000,000.00 


By comparing the totals of territorial sales and marketing costs, 
‘as shown in Schedules XV and XVI, we find that the territorial 
marketing costs per dollar of sales are: 
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Schedule XVII 
TERRITORIAL Cost PER DOLLAR OF SALE 
Marketing cost 
Territorial Territorial per dollar of 
Territories sales marketing costs sales 
1 $ 200,000.00 $ 16,547.28 $0.082736 
2 150,000.00 16,259.50 .108397 
3 180,000.00 16,403.39 .09113 
4 170,000.00 17,122.83 .100722 
5 160,000.00 10,216.13 .06385 
6 140,000.00 9,784.47 .069889 


$1,000,000.00 $ 86,333.60 $0.08633 


DETERMINING SELLING Cost PER UNIT or PRopuctT 

Schedule XVII gives us the differences in territorial costs per 
dollar of sales—how cost per dollar of sales varies in the six terri- 
tories—with Territory 5 showing the lowest cost per dollar of sales 
and Territory 2 showing the highest. But this Schedule XVII does 
not give us the unit marketing costs for the products sold in the 
various territories. 

To determine selling costs per unit of product sold in each terri- 
tory, we compare the total product sales in each territory with the 
marketing costs that apply to such sales. This is figured for 
Product A (in the four territories each of which had one salesman 
selling only Product A) as follows: 


Schedule XVIII 
SHOWING TERRITORIAL Cost By Propuct 
Product A Sales Advertising 


Sales- manage- expense Total 
Salesmen’s men’s ment (Schedule expenses 
Territories salaries expense expense XIII) direct 
1 $ 3,000 $ 900 $1,500 $ 250 $ 5,650 
2 3,000 1,000 1,500 100 5,600 
3 3,000 900 1,500 300 5,700 
4 3,000 1,100 1,500 400 6,000 


$12,000 $3,900 $6,000 $1,050 $22,950 
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To the total of direct selling expenses on Product A must be 
added Product A’s share of Overhead Selling Expenses, as follows: 


Schedule XIX 
SHowING Cost PER DoLuAR or SALES 
° Cost per Dollar 

Selling overhead Total market- of sales of 
Territories prorated ing costs Sales Product A 

1 $ 2,479.75 $ 8,129.75 $110,000.00 $0.073907 

2 2,457.80 8,057.80 70,000.00 APS111 

3 2,501.69 8,201.69 100,000.00 .082016 

4 2,633.36 8,633.36 70,000.00 .123334 


$10,072.60* $33,022.60 $350,000.00  $0.09435 


*22,950 
60,000 : 
Since Product A is sold by separate salesmen in each of the four 
territories just figured, the above table determines the cost per 
dollar of sales incurred by each of these four salesmen. The sales- 
man working in Territory 4 has the highest cost per dollar of sales, 
and the salesman working Territory 1 has the lowest cost per dollar 
of sales. 

However, since a salesman cannot be held entirely responsible 
for administrative selling expense, it would be fair also to find the 
cost per dollar of sales as related to the salesman’s salary and 
expenses alone, or as related to his salary and expenses plus his 
share of the sales management expense. 

Where Two Products Were Sold by One Salesman. In Terri- 
tories 5 and 6, Products A and B are both sold by the one salesman 
in each territory. How shall the selling costs in one of these two 
territories be distributed between the two products? 

Each product is sold to a separate class of trade. The basis for 
dividing direct selling expenses is therefore the relative number of 
calls made; and this basis is also used in dividing the sales manage- 
ment expense between the two products. The advertising expense is 
split, 50 per cent for each product. The administrative marketing 
expense is applied on the basis of the totals of other costs. The 
following schedule, for Territory 5, illustrates the procedure: 


of $26,333.60 (See Schedule XV) 
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Schedule XX (Territory 5) 
DETERMINING MARKETING Costs oF More THAN ONE Propuct 


No. of Applied to No. of Applied to 
Items Divided calls Product A calls Product B Total 


Salary tactachataemits 650 $1,950.00 350 $1,050.00 $3,000.00 
Expenses........ 650 1,430.00 350 770.00 2,200.00 
Sales management 650 975.00 350 525.00 1,500.00 
Advertising...... (one-half) 200.00 (one-half) 200.00 400.00 
$4,555.00 $2,545.00 $7,100.00 

Administrative marketing 
expense (Schedule XV).. $ 1,999.15 $ 1,116.98 $ 3,116.13 
Total.... $ 6,554.15 $ 3,661.98 $ 10,216.13 
Ralegare ee $90,000.00 $70,000.00 $160,000.00 


Marketing costs per dollar 
Olsalesite rss e sie othe $0.072824 $ 0.052314 $ 0.063851 


To get the marketing cost per unit of product, we may either 
multiply the marketing costs per dollar of sales by the selling price 
of each commodity, or we may divide the total marketing costs by 
the number of units sold. If, for example, the selling price of 
Unit A were $100, then $0.072824 X 100 equals $7.2824, which is 
the marketing cost per unit of Product A. 

The foregoing treatment of marketing costs, while it has been 
simplified for the man whose knowledge of accounting is limited, 
will be more fully understood after a study of accounting has been 
made, both cost accounting and general accounting, as presented to 
meet the needs of a business executive in the sections of this training 
service that deal with control thru costs (Executive Manual 38) and 
with accounting and statistical control (Executive Manuals 72 to 78). 
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